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The Price Factor in Reconversion 


RICES are proving a key determi- 

nant of the rate of reconversion, and 
their inadequate adjustment to increased 
costs can seriously delay production of 
civilian goods. Several reconversion pric- 
ing orders announced by OPA late in July 
will vitally affect short-term industrial de- 
velopments. To date, they cover only lim- 
ited portions of industry.’ 


Chart 1: Wholesale Prices of Manu- 
factured Products and Hourly Earnings 
in 25 Manufacturing Industries 


Sources: Bureau of Labor Statistics; Tas Conrerence 
Boarp 
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Volume trends in the output of refrig- 
erators, automobiles, clothing and all the 
other goods of civilian economy will de- 
pend in large measure on whether such 
price orders encourage or discourage in- 
dustry. Some recent price adjustments 
have been unsatisfactory to manufactur- 
ers, notably on certain steel products and 
wool goods, although with no obvious ef- 
fect on output as yet. 

OPA’s orders reflect government policy. 
Fred M. Vinson, as Director of War Mo- 
bilization and Reconversion, stated that 
the nation must have higher wages and 
higher raw-material prices after the war 


1Three orders on July 19 applied to seventeen industries 

and six groups, such as saat electrical bmg toys, 

machines, refrigerators, golf bags and clubs, but not 
automobiles; industrial equipment was later covered. 


but not necessarily higher finished-product 
prices. 


SIMPLER PRICING NEEDED 


A simpler and swifter price-setting pro- 
cedure was recommended at the end of 
July by the Senate War Investigating 
Committee, along with a warning against 
a policy that might discourage civilian 
output. 

Manufacturers’ prices have changed 
very little since early in 1942, the period 
from which ceilings generally date (see 
Chart 1). Meanwhile, wage rates have 
continued to rise, tapering off only in the 
past few months. This latest plateau may 
be only a temporary interruption to wage 
increases, in view of some officially stated 
aims and such demands as those of the 
railroad brotherhoods for 25% increases. 


Machine Tool Orders and 
Shipments 

Source: War Production Board 

Millions of Dollars 


Chart 2: 


In evaluating reconversion pricing, it is 
noteworthy that while prices of manufac- 
tures have gone up approximately 22% 
since January, 1941,’ hourly wage pay- 
ments have risen approximately 45%. An- 
other important element in price adjust- 
ments of finished products is the cost of 
raw materials, which has risen about 58%. 

1Base date of the Little Steel formula, 
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Reconversion has received much more 
encouragement from WPB relaxation of 
material regulations. Removal or modifi- 
cation of restrictions, however, did not 
make raw materials freely available so 
long as producers were well tied up on war 
contracts. Commodities still extremely 
tight included steel sheets, tin, coal, 
lumber, tires, certain electrical parts, iron 
castings and railroad cars. All these, ex- 
cept tin and coal, are expected to become 


Chart 3: Weekly Output of Electrical 
Energy 
Source; Edison Electric Institute 
Billions of Kilowatt Houra 
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more freely available for civilian use 
soon after the end of the Japanese war.’ 


REASONS FOR STRINGENCIES 


Stringencies are accounted for in part 
by declining production of steel, metals 
and many other things, which in turn 
partly reflect manpower shortages. The 
Federal Reserve adjusted index of indus- 
trial production (1935-39=100) declined 
4 points in June to 222 (preliminary) and 
was 13 points or 5.5%, below a year ago.” 


1Coal can become more plentiful through smaller con- 
sumption by steel and other heavy industries before recon- 
version becomes fully effective, 

May index was revised one point to 226, 
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Table 1: Reduction in Munitions 
Schedules from Two-front to One- 
front War 
Source: War Production Board 
Billions of Dollars 


Schedules 
a Chance 
TO- 
ROSY UBELeN March 1 July 7 doction Rate 
(Two-front | (One-front to July 7 
War) War) Schedule 
So esd 14.4 14.2 - 5% 
i LS ert 15.6 18.7 -9 
1 HU des coy ict 15.8 11.6 —-23 
TV seth 15.0 10.4 -$1 
otal. orc 60.7 49.9 -17 


Table 2: Trends in Munitions Sched- 
ules as of July 7, 1945 
Source: War Production Board 
Billions of Dollars 


1945 
Munitions —————} 1946 
March IL-Q 
Rate Iv-Q 
TOWAU. Rib. s Se ee 15.0] 10.4 | 9.6 
Aweraft.4.4 .ctoSeasueee Se Need ul) 1225 
Shand ane ae ae 2.51 1.6] 1.1 
Guns and fire control. . . 8 a 2 
Ammunition and bombs.| 2.1 1.8 1.8 
Combat and motor ve- 
n@les ee tae: ssn <0 tae 1.5 ae Ae 
Communication and elec- 
tronic equipment......| 1.0 8 ay 
Other equipment and 
supplies) .aiy. jnpadece) 8.2 2.8) eee 


Table 3: Net Munitions Schedules for 
19451 
Source: War Production Board 
First Quarter, 1945; Actual Production =100% 


Net Schedule, Quarters 


Region 
tie, joa |) ay 
Torat Unirep 
Spratms........ 100.0) 98.5] 79.0 | 65.0 
Wrest srt. oe 100.0} 83.5) 73.7 | 56.7 
North Central..| 100.0} 98.8] 74.7 | 63.4 
Souths. +o eee 100.0} 94.6} 81.8 | 55.6 


North East... .. 
1After contract changes from May 1 to June 22. 


MUNITIONS STILL DOMINANT 


General industrial trends have contin- 
ued to be dominated by the munitions pro- 
gram. Despite large cutbacks, July muni- 
tions output as measured in dollars was 
only about 15% less than the year’s peak,’ 
attained in March, when the total was 
$4,953 million. Because of the change to 
a one-front war, August was scheduled to 
taper off a little further to $3.9 billion. 

Trends by quarters for the entire coun- 
try and by regions are indicated in ac- 
companying tables.* These figures apply 
to prime contracts. As the West and 
South furnish the rest of the country with 

1March peak at 108 (1943=100) compares with peak of 
117 in November and December, 1943. 

2Road Map of Industry. No. 502, has charts of these 


tables. These charts and tables were based on schedules 
arranged in July. 


Table 4: Federal Financial Statistics 
Source: Treasury Department 


Millions of Dollars 
1945 1944 Fiscal Year 
Item 
June May April March June 1945 1944 

Expenditures....... 9,466 8,955 7,869 8,791 8,597 98,360 95,129 

Net RFC war loans. . 113 32 -68 -128 129 472 2,682 

War costs...--2 2+. 7,837 8,156 7,139 8,246 7,567 90,029 87,039 

Other expenditures. . 1,516 767 798 673 901 7,859 5,408 
Revenues........... 5,699: 2,903 2,747 6,658 6,177 44,424 43,608 
Deficit: 2° “eee 3,767 6,053 5,121 2,134 2,420 53,937 51,521 
Working balance. ..... 23,935 8,862 10,603 14,514 19,406 varats otha 
Debbi (total) iecresrets.« 0 259,115 | 240,003 | 236,224 | 235,094 | 202,626 
War savings bonds 

Sales: coracweetnaas 2,178 1,540 838 889 1,842 14,891 15,498 

Redemptions........ 383 404 381 438 241 4,156 2,292 


many raw materials, the complete net 
effect of cutbacks in those regions may be 
less than indicated in the tables. 

Cutbacks in June were slightly less than 
$3.5 billion, compared with nearly $7.7 
billion in May. The total for six months 
was $16.3 billion. Despite the smaller dol- 
lar value in June, the impact on industry 
was greater. Almost all June cuts affected 
actual production, while many earlier ac- 
tions applied only to schedules. In addi- 
tion to cutbacks, munitions schedules also 
were affected by contract completions and 
new contracts. 

Reduction of the munitions program 
had not yet lowered war costs or govern- 
ment expenditures, although increases for 
the past fiscal year were slight. (See Table 
4.) 


FUELS TIGHT 


One of the most serious situations in 
the industrial outlook is the low level of 
bituminous-coal production and_ stocks. 
To the latter part of July, output this 
year had lagged nearly 7% behind the 
similar 1944 period. The lag behind last 
year (see Charts 4 and 5) is emphasized 


Chart 4: Number of Days’ Supply of 
Bituminous Coal, End of Month 
Source: Bureau of Mines 
Number of Days’ Supply 


by the fact that stocks in 1944 were lower 
than in the previous two years.” 

The Pacific war was scheduled to take 
an increasing quantity of petroleum prod- 
ucts, but gasoline rationing was lifted 
immediately upon Japan’s capitulation. 
Fuel oil, which was also freed, had been 
expected to be rationed a while longer. 


AUTOMOBILES 

The automobile industry plans a sharp 
upturn in production during the fourth 
quarter. Output may exceed 50% of ca- 
pacity before the end of this year. If 
enough materials become available passen- 
ger-car output in the fourth quarter may 
reach a total far in excess of the quota of 
240,000 cars WPB originally set up for the 
entire half of the year. Some automotive 
officials hope to be in a position to rehire 
all or nearly all of their released workers 
by the end of December if the car output 
rate hits the 50% of capacity production 
schedule. 


CEMENT DEMAND RISING 
Reflecting the recent relaxation in Con- 
struction Limitation Order L-41,7 demand 


1See Road Map of Industry, No. 478, February 23, 1945. 
"See The Business Record, June, 1945, p. 196. 


Chart 5: Bituminous Coal Production 
Source: Bureau of Mines 
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Chart 6: Construction Contracts Awarded and Industrial Production 


Sources: 


F. W. Dodge Corporation; Federal Reserve 


Index Numbers, 1935-1939=100; Seasonally Adjusted 


aL ae 


-400 


9 


CONTRAC 


TS AWARDED 


300 


INDUSTRIAL 
PRODUCTION 


0 
1936 1938 1940 1942 1944 1939 


for cement had risen as much as 15% in 
certain areas, mainly the Gulf Coast and 
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South West regions. Currently, cement 
production is lagging behind demand. The 


industry is confident that as more man- 
power becomes available to it, it can pro- 
duce sufficient cement for the anticipated 
peacetime construction boom, Increased do- 
mestic demand, plus rising export orders, 
has caused stocks to drop 18% below a 
year ago. Current capacity is estimated 
at 242,460,000 barrels, or 60 million bar- 
rels more than the 1942 peak year of 
cement consumption. Exports may total 
7.5 million barrels in 1945 as compared 
with 6.8 million barrels exported in 1944. 
It is estimated that the cement industry 
will be operating to only 45% of capacity 
throughout the year, producing 108 million 
barrels. 

Reconversion will be accelerated by the 
end of the war in the Pacific, with the ex- 
ception that where it is dependent on im- 
ported materials, a little more time may 
be necessary. 


Wim J. Noi 
Division of Business Statistics 


Recent Developments in Surplus Disposal 


TEADY RISE in surplus disposals, 

commencing last winter, continued 
during June. Sales in that month amount- 
ed to $59.8 million, original cost, at a re- 
coupment rate of 33.4%. Disposals for 
the entire second quarter totaled $151.7 
million at cost, with the recovery rate 
about the same as in June. 

Heaviest among the June disposals 
were capital and producers’ goods, mainly 
industrial machinery and equipment, 
which originally cost $30.9 million and 
brought in receipts of $10.6 million. Next 
in importance were consumers’ goods, 
which netted $4.8 million out of a cost 
of $20.7 million. Inventories at the end 


of June totaled $2,144 million, compared. 


with $1,669 million a month earlier. 
War surplus inventories are large in pro- 
portion to current sales, but there is no 
indication of indifferent absorption of 
usable commodities. More than half of 
all inventories consists of obsolete or dam- 
aged aircraft and combat and aviation 
equipment unsalable for civilian use. 
Release of information pertaining to 
available surplus commodities has not been 
well administered. Some buyers have been 
able to learn of certain surpluses only by 
announcement of their sale. Differences 
of opinion in the three-man board of the 
SPB have retarded the formulation of 
policies and have thus confused the ac- 


tivities of the disposal agencies. In the 
resale of some types of consumer goods 
purchased at surplus, OPA price rulings 
or the absence of them have interfered 
with orderly marketing. A great deterrent 
to advanced preparation of peacetime 
business and industrial programs is a lack 
of detailed data concerning the various 
surpluses currently available, aggregate 


nonmilitary goods located in foreign na- 
tions. 

Corrective steps have recently been tak- 
en to alleviate impediments to surplus dis- 
posals. About the middle of July, Presi- 
dent Truman requested Congressional ac- 
tion to abolish the three-man SPB and 
substitute a single administrator. Dis- 
agreements in the three-man board are re- 


Table 1: Summary of June Disposals and Sales of Surplus 


Source: 


Surplus Property Board 


Thousands of Dollars 


Item PePagement | Pesleretiont Disposalet| peice (Ar End of 
Month) 
Capital and producers’ goods, plants and air- 

craft in United States.................. RFC 504,530 | 30,922 10,628 |1,973,445 
Consumers’ goods........... Syhcmesce tic 2 Commerce 39,188 | 20,651 4,832 | 138,439 

Maritime property, excluding Vessels under| Maritime 
LOGO Roig tie deo bet oes Ss es fv eeice nn Commission 1,176 4,776 2,726 8,845 
Vessels under 1000 tons................... WSA 1,916 791 279 9,326 
Surpluses abroad to June 15............... FEA - 6,97la| 2,078 1,197 2,366 
Agricultural commodities and food?......... WFA 221 259 245 306 
3 EST gee ee Oe a eee NHA 2,612 291 65 3,652 
Miscellaneous real property............... FWA 8,121la 4 4 7,383 
(Roi ey Seemann. Gel actinseysin sitar tin, cel: ° Sins 534,551b| 59,772 19,976 |2,143,762 


1Reported cost of property disposed of, except Commerce 
and FWA, for which disposals are partly on basis of ap- 
praised value. 

2WFA-owned stocks not included, 


government-owned property in different 
categories and its location, the quanti- 
ties of prospective surplus that will be 
usable, obsolete, or relegated to scrap, 
and the nature of disposal programs for 


aExcess of current withdrawals over current declarations. 
bThis figure represents the net total of declarations for 


June. 


ported to have obstructed and delayed for 
several weeks decisions and policies under 
which the disposal agencies must operate. 
The rate of reporting surpluses is increas- 
ing. Despite certain advantages in quick 
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Table 2: Steel Expansion, January, 1940-June, 1944 who do not have sufficient funds for out- 

Source: War Production Board right purchase. The United States Steel 

: : Corporation which not long ago an- 

| eee ee le paginas narksiig nounced interest in purchasing the Geneva 

Category Industry | Government Total Industry |Government} ‘otal plant, has reversed its position. The ee 

Financed! | Financed anced! | Financed poration is now planning a modernization 

Integrated steel companies. ... . .|7,160,648 |5,737,420 |12,898,068 || 876,694 | 792,632 |1,669,326 program of its Columbia Steel Company 
Semi-integrated steel companies .|1,046,885 | 905,040 | 1,951,925 58,158 84,216 | 142,375 through installation at Pittsburg, Califor- 
Total Axasdt tents dene 8,207,533 6,642,460 14,849,993 934,852 876,848 1,811,701 nia, of modern cold-reduction facilities. 
Independent blast-furnace com- This equipment will have an annual ca; 
panies... ces. ees Seen 504,0806|1,066,000b) 1,570,0804/ 11,544 | $7,045 | 48,589 pacity of more than 325,000 tons. This 
Integrated forging companies....| 176,529 | 297,000 473,529 20,199 67,165 87,364 change is explained by the statement that 
Total (incl. .additionall items)-|\nyafiien wal [oceans 1,273,201 |1,311,742 |2,584,944 former Attorney General Biddle’s report 


1Includes expansion financed by private borrowing from 
the Reconstruction Finance Corporation. 


disposal, indications are that the policy of 
selling for use and not dumping will be 
maintained. Warnings have been issued 
by the SPB against anticipation of wind- 
fall prices. 

The SPB has always asked the advice 
of business and industrial leaders, and has 
recently adopted a policy of appointing 
advisory groups. The board has already 
met with the automobile manufacturers’ 
advisory committee. Plans call for the next 
committees in capital goods industries. 
The board is particularly eager to confer 
with machine-tool men. 


SURPLUS IN EUROPE 

Some light has been thrown on the man- 
ner of final disposal of surplus goods lo- 
cated abroad for peacetime purposes. 
Thomas B. McCabe, Army-Navy liquida- 
tion commissioner, disclosed that SPB is 
contemplating plans to barter surpluses 
abroad for concessions to the United 
States in the form of liberal trade policies. 
The board gave further recognition of the 
possible effects of disposal of surpluses 
abroad on postwar American foreign mar- 
kets. Regulation No. 8 has been revised 
so that disposal agencies must provide 
appropriate opportunity to American 
manufacturers and distributors to repur- 
chase all surplus property abroad bearing 
their name or trademark. 

Steps have also been taken to prevent 
excessive charges to consumers for sur- 
plus war goods through new provisions ap- 
plying to all resellers of surplus. Begin- 
ning August 22, resellers may not use the 
ceiling price of a “similar item.” Close 
scrutiny will be given to “cross-stream”? 
sales among identical types of sellers with 
a markup at each turnover, and provision 
will be made for resellers to quickly deter- 
mine ceiling prices or what markup they 
can apply. 

Although only a short period has 
elapsed since V-E day, disposal of indus- 
trial plants owned by the RFC amounts to 
$24,259,929 at cost price and $23,737,965 


1Sales by one manufacturer to another or by one whole- 
saler to another. 


aTotal ingot capacity, January 1, 1945: 95,505,280 tons 
Total ingot capacity, January 1, 1940: 81,619,496 tons, 

bPig iron. 
at sale price. Many of these plants were 
purchased by the private companies oper- 
ating them for war purposes. 

In an effort to sustain uninterrupted 
operations during the transition period, 
every effort is being made to dispose of 
surplus plants and facilities as rapidly as 
possible. The RFC is working out leasing 
arrangements in cases where industrialists 
show preference for leasing at this time. 
Approximately two hundred transactions 
are under negotiation, about half consist- 
ing of rentals up to five years and the re- 
mainder of projected sales. 


STEEL MAKING IN WEST 


Considerable attention is being given 
to disposal of the steel-producing plants in 
the West that were constructed specifically 
for war purposes, War production activity 
in that area required quick access to huge 
supplies of steel, especially for shipbuild- 
ing. Sharp differences of opinion exist re- 
garding their disposal. The question is 
raised in some quarters as to whether our 
peacetime economy can utilize their out- 
put in addition to that of the long-estab- 
lished steel-producing units in other parts 
of the country. The main property in 
question is the government-owned Geneva 
plant in Utah. The Fontana, California, 
plant was built by the Kaiser Company, 
Inc., with borrowed RFC funds, and is 
not government owned. 

Henry J. Kaiser has proposed a syndi- 
cate of western financial and industrial in- 
terests for the leasing of the Geneva 
plant. Mr. Kaiser would also seek a 
merger with the facilities of the Colorado 
Fuel and Iron Corporation and the Wick- 
wire Spencer Steel Company. Including 
the Fontana plant, the Kaiser syndicate 
would control more than 3.5 million tons 
of ingot capacity and make it the seventh 
largest steel] company in the United States. 

An opposing recommendation was made 
by the Department of Commerce. Emer- 
gency-built steel plants, such as Geneva 
and Fontana, would be leased for periods 
up to twenty years to small steel producers 


to Congress and reported views of SPB 
Chairman Symington on disposal of west- 
ern steel plants “appear to us in practical 
effect to rule out the United States Steel 
Corporation as a prospective lessee or 
purchaser of the Geneva plant... .” 


WORLD WAR EXPERIENCE 


Surpluses after World War I were only 
about one-twentieth of the value of those 
currently anticipated. Even this smaller- 
scale government operation released forces 
whose influences were far reaching. A case 
in point is that of the disposal after World 
War I of surplus machine tools, which cre- 
ated a glut in supply that forced many 
tool builders into liquidation or bank- 
ruptcy. A few machine-tool builders had 
not yet fully recovered from the ensuing 
financial setbacks at the beginning of the 
present conflict. 

World War I experience with artillery 
plants is also significant. The government 
at that time acquired a financial interest 
of more than $476 million in artillery 
plants. In addition to litigation on land, 
disposals were also retarded by time-con- 
suming settlement of contractors’ claims 
against the government. More artillery 
was produced in these plants after the 
Armistice than during the war period? 
The War Department’s policy of selling 
plants to purchasers who would convert 
them to peacetime purposes led to many 
misfortunes, most disastrous of which 
were sales to new organizations with little 
or no manufacturing experience and no 
financial backing. 

The plants were stocked with large 
quantities of specialized machinery not 
convertible to civilian pursuits. This 
equipment was stored in government arse- 
nals, but when they were drawn upon for 
use in the present conflict they were eith- 
er largely obsolete or had deteriorated into 
uselessness. Ten years were required for 
disposal of artillery plant and equipment. 


Harowp W. Sassp 
Division of Business Statistics 


‘Under the contract terms, had the right t 
continue production on rel ee at the time of 
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Effects of SEC Requirements on F inancing 


HE AMOUNT of information re- 

quired under laws administered by 
the Securities and Exchange Commission 
and the costs of complying with the re- 
quirements of the commission are sub- 
jects mentioned most frequently by co- 
operators in this month’s survey of busi- 
ness practices. Only one executive ques- 
tions the desirability of the securities 
and exchange acts, but many believe that 
an excessive amount of information is re- 
quired. Executives frequently relate the 
costs attendant upon issuing new securities 
to the problems of financing small cor- 
porations. 

Only a few executives believe that the 
SEC regulations will interfere with their 
postwar financing. The following com- 
ments are made: 


“Present SEC regulations . . . may 
well delay seriously the beginning of 
our postwar projects because of the time 
required in the preparation of all the 
data. 

“We have no postwar financing in 
mind. It is quite possible that if it 
were not for the SEC regulations we 
might branch out more freely, with 
the idea of obtaining the money by sell- 
ing common stock—probably offered to 
our stockholders. I think it is entirely 
safe to say with the present SEC reg- 
ulations this company will just go along 
as it is and make no effort to have any 
expansion except out of our earnings. 
This means that we can’t pay out our 
earnings very freely as dividends, but 
must conserve the money to keep up 
to date in our manufacturing, and keep 
up the demand for our product.” 


A wide variety of controversial subjects 
is discussed by the executives partici- 
pating in the survey, and opinions both 
favorable and unfavorable are advanced. 
The general attitude on SEC procedures is 
that they are basically sound and desir- 
able, but that reports can and should be 
simplified. Many of the statements are 
based on secondary information rather 
than direct experience. 

Objections to the acts and their admin- 
istration include assertions that: 

Too much information is required; 

The information sometimes required 
is of such a character that publicity in 
regard to it would damage the corpora- 
tion; 

Disclosure of salaries of officers and 
directors is undesirable; 

The costs of compliance are too great; 


Excessive liability is imposed on di- 
rectors and officers; 

Too much delay is entailed in com- 
pleting the financing program; and 

The SEC attempts unreasonably to 
regulate corporate business. 


ATTEMPTS TO CHANGE ACTS 


In May, 1940, several bills were intro- 
duced into Congress to amend acts ad- 
ministered by the Securities and Exchange 
Commission. In response to a Congres- 
sional request for its position on the sug- 
gested changes, the commission requested 
time in which to meet with representatives 
of the National Association of Securities 
Dealers, the Investment Bankers Associa- 
tion of America, and some of the stock 
exchanges. A series of conferences 
among these various interested groups 
followed, resulting in comprehensive re- 
ports made by the commission on the one 
hand, and by representatives of the securi- 
ties industry on the other hand 

The proposals included such matters as 
simplifying the registration procedure, re- 
vising the methods of offering and selling 
securities, broadening the dissemination of 
information, modifying civil liability pro- 
visions relating to signers of the registra- 
tion statements, extending exemptions of 
security issues, regulating the operations 
of members of the securities industry, 
and revising the proxy rules. 

The House Committee on Interstate 
and Foreign Commerce conducted hear- 
ings through January 27, 1942, on pro- 
posals for changes, including those re- 
ferred to in the two reports. By that 
time, participation in the war interrupted 
the proceedings. 

Some of the changes proposed in the 
reports have since been put into effect 
through law and regulation. However, the 
Congressional committee has made no 
comprehensive report based on the hear- 
ings. Accordingly, no general revision 
of the laws has been made. 


INFORMATION REQUIRED 


A certain amount of unnecessary in- 
formation inevitably results (1) from 
using standard application forms for regis- 


Report of the Securities and Exchange Commission on 
Proposals for Amendments to the Securities Act of 1933 
and the Securities Exchange Act of 1934,” August 7, 1941, 
House Committee print; and “Report on the Conferences 
with the Securities and Exchange Commission and its Staff 
on Proposals for Amending the Securities Act of 1988 and 
the Securities Exchange Act of 1934,” by the representatives 
of the Investment Bankers Association of America, National 
Association of Securities Dealers, Inc., New York Curb 
Exchange, and New York Stock Exchange, July 30, 1941. 


tration, since circumstances surrounding 
different issues vary widely; and (2) from 
the requirement that material facts shall 
be disclosed adequately in the registration 
statement. 

Likewise, differing opinions as to what 
is material, or what some court might 
construe as material, often lead to the in- 
clusion of information which would not 
otherwise be presented. As two executives 
express the matter: 

“It is our judgment that the SEC 
regulations, coupled with the heavy 
penalty provisions of the act, lead to the 
publication of much detail in prospect- 
uses and registration statements which 
serves little or no useful purpose to the 
investor.” 


“As it is now, management is apt 
to dig up and report a lot of things that 
it really considers trivial but is afraid 
that the SEC or some court might feel 
otherwise about.” 


In the opinion of some of the represen- 
tatives of the commission, many pros- 
pectuses could be half their present size 
without the omission of a material fact. 
Nevertheless, because it is the officers and 
directors, rather than the commission, 
who are liable in event a court believes a 
material fact has been omitted, corpora- 
tion officers and directors often consider it 
safer to put in information of doubtful 
importance than to omit it. 


Suggested Omissions 


Specific suggestions for reduction in the 
information required include proposals to 
reduce the number of details as to location 
and construction of plants and the prin- 
cipal contracts and stock holdings. One 
executive states: 


“Another thing that is time-consum- 
ing and adds to expense is the require- 
ment that each plant be described as to 
location, construction, land area, and 
floor space. Not one investor in a thous- 
and could determine whether plants 
were worth what they were set up on 
the books as, so why not just give the 
book figures in the financial statements. 
A simple statement as to how many 
plants there are and their geographical 
distribution ought to be adequate as far 
as description goes.” 


Such a detailed description, according to 
one representative of the commission, is 
ordinarily not required, but this one execu- 
tive at least appears to feel that too much 
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detail was required in one case. This may 
be another instance where opinions differ 
in degree only. 

Another executive believes that “de- 
tails of principal contracts and stock hold- 
ings seem to go far beyond the informa- 
tion needed to protect an investor.” 


Investors’ Desire for Information 


Objectors to the amount of information 
required usually contend that prospective 
investors do not read much of it and that 
it is, therefore, a waste of time and money 
to prepare. I 

For example, one executive main- 
tains that “the average investor does not 
pay much attention to the registration 
statement as filed with the SEC” and that 
“very few investors comprehend the fi- 
nancial data that are supplied through the 
prospectus.” 

Another advances the theory that no 
one “but a trained analyst could possibly 
wade through registration statements, ex- 
hibits, form 10 K’s, amendments, and all 
the rest of the assembled verbiage. Stock- 
holders and prospective investors would be 
far better off with simplified statements 
highlighting things with which they 
should be concerned, with officers and di- 
rectors subject to penalties only for mak- 
ing intentional misleading statements 
which are material, and then only to the 
extent that they cause financial detriment.” 

Another objects on the ground that: 
“The SEC statements seem to be confus- 
ing, complicated, and very badly written 
and the average investor can learn little 
from them.” 

Still another proposes that “the require- 
ments be changed materially so as to give 
the investor the chief facts rather than a 
long and highly involved prospectus which 
very few investors will read and even less 
will understand.” 


Prospectus as Selling Document 


A prospectus is primarily a selling docu- 
ment. It is therefore to the interest of the 
issuing corporation that it be short enough 
to attract the average investor. It might 
often be, therefore, that a prospectus 
would be more effective if it were only a 
few pages in length. A brief summariza- 
tion of the material facts would not, how- 
ever, conform to the requirement that 
complete disclosure of information be pro- 
vided to every potential investor. 

If it is desirable that prospective invest- 
ors have all the facts, it would seem that 
they should be presented in such a form 
that they will be read. Perhaps a sum- 
mary prospectus could be used with a 
statement that it is incomplete and there- 
fore not a basis for possible claims against 


officers and directors. The complete docu- 
ment could be made available on request. 

One correspondent discusses this gen- 
eral situation as follows: 


“My general impression is that, while 
it is desirable that the SEC obtain much 
of the information that it requests in re- 
gard to the underwritings, the require- 
ments providing for the dissemination 
of such information make it extremely 
burdensome to the issuer: One of the 
principles behind the regulations of the 
SEC is that the investor should be in- 
formed of all pertinent facts regarding 
the proposed issue.and these facts must 
be forced upon him whether he wants 
them or not and much of the expense is 
incurred by the distribution of an enor- 
mous mass of information. To illus- 
trate my point, I have recently received 
as a bondholder of the St. Louis-San 
Francisco Railway Company a one- 
hundred-and-eleven-page pamphlet cov- 
ering the plan of reorganization sent by 
the ICC apparently to all security hold- 
ers of that railroad. Practically none of 
the individual bondholders is going to 
read such information. It is important 
for the institutional investors and it 
should be available to the individual in- 
vestors, if any of them are interested, 
but a short synopsis of what is pro- 
posed, covered in from two to three 
pages, would be sufficient for the aver- 
age person. I think the same is true in 
regard to SEC registration statements.” 


Exemption for Listed Companies 


One group of executives has suggested 
that listed companies be exempt from 
registration under the securities act. The 
executives believe that information on 
these companies is already public property 
and therefore any material presented in 
the registration statement is likely to be 
a duplication. 

Typical of the comments of this group 
is this statement: 


“Any corporation with securities reg- 
istered on a national exchange should 
be allowed to proceed with financing 
without registration. . . . When a com- 
pany has to go through the procedure of 
filing statements giving various par- 
ticulars each year to the New York 
Stock Exchange on Form 10-K and 
this becomes a matter of public record, 
the process of going through it all over 
again . . . in the case of new financing, 
should not be necessary and the regis- 
tration statement could be eliminated.” 


Another executive writes: 


“Tt is our feeling that the present 
SEC requirements could be relaxed 
without jeopardy to the investor in the 
case of companies which already have 
registered securities and therefore sub- 


mit Form 10-K annually and whose 
stocks are listed on the New York Stock 
Exchange or some equally reputable 
body. To be specific, for many years it 
has been common business practice for 
a corporation to exchange shares of its 
own treasury stock which it held for 
desirable properties which would be use- 
ful in its business. Under SEC regula- 
tions it is often essential or highly ad- 
visable to consider the stock to be ex- 
changed as constituting a public offer- 
ing and place it in registration with the 
SEC. In many instances this require- 
ment would so increase the cost of the 
proposed transaction as to make it un- 
attractive.” 


The commission maintains that new 
securities are offered only when there is a 
material change in the situation and that 
the investor should be so informed. Part 
of this duplication of information can now 
be avoided by reference in the registration 
statement to previously reported financial 
statements and exhibits. Moreover, a pro- 
spectus is necessary in any case and this 
may constitute the bulk of the registra- 
tion statement. 

At least a part of the objections indi- 
cated in the second quotation above has 
been overcome by a recent change in 
Regulation A of the commission, made 
pursuant to an act of Congress which 
President Truman signed on May 15. This 
change, released May 22, 1945, exempts 
from registration most securities of an ag- 
gregate offering price no greater than 
$300,000. 


Disclosures Harmful to Corporations 


One executive expressed fear that dis- 
closures may harm both stockholders and 
the corporation “because it forces the com- 
pany to disclose to competition gaps or 
omissions in its domestic patent struc- 
ture.” 

Another raises the point that “certain 
SEC requirements could be relaxed with- 
out jeopardy to the investor. . . . For 
example, suppose that the registrant 
wished to obtain public money in part 
for the purpose of acquiring a very lucra- 
tive business. A public disclosure of all 
the details of the transaction between the 
registrant and the seller of the business 
prior to its ultimate consummation might 
well upset the entire deal. Furthermore, 
I don’t believe that a registrant should 
be required to gaze into a crystal ball and 
guess how additions to working capital 
may ultimately be used.” 

In the first instance, the commission 
might claim that competitors are already 
aware of the gaps or omissions in the pat- 
ent structure, and that the weakness is 
a material fact that could not fairly be 
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withheld from prospective investors. In 
the second instance, the claim might be 
made that no new financing would be un- 
dertaken for such a purpose until the 
transaction had been made secure by an 
option. 


Information for Proxy Statements 


Another group of executives objects 
strenuously to both the amount and na- 
ture of the information required in proxy 
statements, especially the requirement 
that salaries and stockholdings of officers 
and directors be published. 

Some of these objections are con- 
tained in the following excerpts from re- 
plies: 


“One of the most objectionable fea- 
tures of SEC is the fact that it places 
the officers of a corporation in a ‘gold- 
fish bowl’ through the requirement that 
remuneration be published. I believe 
that there are very few of our stock- 
holders who would be able to say 
whether an officer was getting a salary 
that was lower or higher than he actu- 
ally merits.” 


“Each year we . . . prepare our proxy 
statement. . . . It consumes valuable 
time of our executives which should be 
devoted to other work. When we get all 
finished, the proxy statement becomes a 
piece of paper which is of no interest to 
the stockholder, except for the fact that 
a proxy form is enclosed. However, 
there is one important exception. We 
set forth the amount of remuneration 
paid to our executives and this has been 
practically the only point that has been 
touched on by correspondence from our 
stockholders. . . . We doubt if certain 
sections of the American public will ever 
realize that any executive is worth more 
than $5,000 a year, and the requirement 
which is forced on us by the SEC to set 
forth this information leads not only to 
constant misunderstandings on the part 
of. our own stockholders, but the stock- 
holders of every other important com- 
pany whose securities are listed on a na- 
tional exchange.” 


“The stringent requirements of SEC 
relative to calling meetings of stock- 
holders, either special or annual, are of 
such a nature as to be almost ridicu- 
lous. . . . Some of the individuals in 
connection with SEC have become auto- 
cratic bureaucrats of the first order, 
and they are causing unnecessary delay 
and are involving the matter of calling 
meetings in red tape to the end that 
something should be done about it.” 


“Proxy statements are another matter 
which I think should be changed. I 
have on my desk proxy statements of 
three different companies, recently re- 


ceived, which are 31, 33, and 34 pages 
long, respectively. This is pure waste 
of printed matter for the average stock- 
holder. A synopsis would be all that is 
necessary, although the information 
should be available to each stockholder 
on request. . . The publication of 
salaries is to my mind undesirable and 
means very little to the average stock- 
holder other than to satisfy his curi- 
osity. It does have a bad effect upon 
the group of employees who are imme- 
diately below the officers and directors 
and I think particularly among the 
families of such men. This makes for 
dissatisfaction in an organization and it 
is my considered feeling that the inter- 
ests of the stockholders will be better 
served if such publication is withheld. 
After all, the important thing is what 
percentage of the earnings is distributed 
by the directors in salaries to the man- 
agement rather than the number of 
dollars which each man gets. . . . I 
also think it is a mistake to lay empha- 
sis on the stockholdings of the directors. 
About the only comments that we ever 
receive from stockholders after the 
proxy statements come out are com- 
ments on the fact that some of the di- 
rectors hold only a moderate amount of 
stock. Our directors are chosen on the 
basis of ability rather than upon any 
selfish interests they may have in the 
earnings of the company, and some of 
our most useful directors have been 
those with very modest stockholdings. 
The cost of preparing our proxy state- 
ment is considerable and involves an ad- 
ditional auditor’s certification, which I 
should consider hardly necessary.” 


Under some circumstances, the commis- 
sion will upon application keep individual 
salaries confidential, if it is shown that 
they do not constitute “material” informa- 
tion for the stockholders. This fact may 
not be widely known. Moreover, a repre- 
sentative of the commission has also indi- 
cated that an “auditor’s certification” is 
not required unless there is a proposal 
to consolidate with another corporation 
or unless the capital structure is to be 
modified or new securities authorized. 


COSTS OF COMPLYING 


Attitudes toward costs of complying 
with SEC requirements are relative in 
part to the size of the issue or the corpo- 
ration. This point has been emphasized on 
a number of occasions by both large and 
small corporations. 


One executive states: 


“The first and foremost proposition 
that comes to our minds is extreme 
costs necessary for a small company to 
register. It would seem to us that there 
should be sufficient leeway given to 
smaller companies so that they would 
not have to go through registration. It 


is going to be costly for smaller com- 
panies to register—they haven’t the ac- 
counting or legal staffs to do the job and 
it is going to mean a call on outside pro- 
fessional services which is far more 
costly than if they had such staffs them- 
selves.” 


And another: 


“The SEC regulations and require- 
ments are such now that they offer a 
serious handicap to the formation of 
new small business. While we realize 
there must be some protection to the 
investing public, there is always an ele- 
ment of chance in an investment in a 
new business and by attempting to 
eliminate the hazards, they have in a 
great measure eliminated the invest- 
ment, with the result that we do not 
have the opportunity to form and op- 
erate new small businesses which in the 
past have been the life blood of this 
country.” 


A few cooperators give specific informa- 
tion on costs of registration. 
One executive reporis: 


“Back in 1937 we refinanced our pre- 
ferred stock, the issue amounting to 
$1,500,000, on which the underwriter’s 
commissions were $51,000, professional 
fees $13,000, and all other expenses $17,- 
000. We believe this to be much more 
than it would have been prior to the 
securities act.” 


Another: 


“The legal fees necessary for pre- 
paring the data required by the SEC 
on a small issue which we floated three 
years ago amounted to 742% of the 
cash which we ultimately received from 
the issue, and of course, on top of this, 
were the brokerage fees. The sum of 
both these items is a very heavy charge 
on a small corporation in our estima- 
tion.” 


And another: 


“In the case of even a simple issue, 
the cost of printing the registration 
statement and prospectus will amount 
to at least $5,000, an expense which was 
nonexistent prior to the adoption of 
the securities act. Another item of cost 
which has greatly increased under the 
Securities and Exchange Commission 
registration is that of attorneys’ and 
accountants’ fees.” 


Some corporations have not found the 
change burdensome, except in the case of 
small issues. 

For example: 

“Costs of financing have been some- 


what increased but not to the extent 
we would consider burdensome.” 


“The burden of registering new issues 
has not seriously increased our cost of 
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financing except in the case of small 
issues. In the case of larger issues the 
greater cost of registering has been off- 
set by the lower spread charged by in- 
vestment bankers.” 


It is a matter of dispute whether the 


reduced costs charged by the investment ’ 


bankers has been caused by SEC regis- 
tration, but a former investment banker 
says that “registration of new issues has 
not seriously increased the cost of financ- 
ing. It has increased the fees of lawyers, 
but has decreased the commissions paid to 
the bankers.” 

The recent increase in exemption from 
registration of issues up to $300,000 will 
presumably take care of cases such as the 
following: 


“We don’t feel free to sell relatively 
small amounts of stock as needed from 
time to time because of the red tape re- 
quired in going through the SEC.” 


Some Costs Nonrecurring 


To some extent, costs of registration are 
nonrecurring; that is, capital issues sub- 
sequent to the first do not need to repeat 
all the information in the original regis- 
tration statement. 

As one executive points out: 


“This company’s financing programs 
which involve registration of securities 
under the securities act occur rather in- 
frequently, about once in three or four 
years. The first issue following adoption 
of this act occurred in 1937, and in- 
volved a considerable burden in meet- 
ing the expanded requirements for a de- 
tailed registration statement and volu- 
minous exhibits. The succeeding issues 
followed the same general pattern, and 
involved mainly the problem of bring- 
ing the earlier information up to date, 
together with development of new finan- 
cial statements, in detail, and of data 
pertaining to the new security issues.” 


SEC Cost Study 


On October 22, 1944, the Securities 
and Exchange Commission released the 
results of its study on the cost of flotation 


Expenses as a Percentage of Proceeds 


ser {si Mil 
rein 
Expenses nader na ion 

Million |$5 Million 
Not affected by registration...| 0.21%] 0.21% 
Partly affected by registration.| 1.62 | 1.43 
Entirely attributable to regis- 
Srabion., Meee pee 0.01 0.01 


of equity securities by small companies.’ 

Classifying its results by corporations 

with assets less than $1 million and by 

corporations with assets of $1 million to 

$5 million, it found that costs as a per- 
‘Statistical Series Release No. 744. 


centage of gross proceeds amounted to 
1.85% for the smaller corporations and 
1.64% for the larger corporations: 


A Corporation Cost Study 


An executive cooperating in the survey 
compared the costs to his corporation of 
financing five security issues before the 
effective date of the security act and five 
other issues similar in kind and amount 
floated under the act. The gross proceeds 
of each group was approximately $275 
million. The costs before the act amounted 
to about $1.3 million, or 0.46% of the 
total gross proceeds. The costs of floating 
under the act were $2.2 million, or 0.83% 
of total gross proceeds. This latter 
amount included “costs associated with 
the act” amounting to 0.31%, and “other 
costs” of 0.52%. 


Costs Included in Studies 


Under cost studies the question arises 
whether all costs have been included or 
only those which were readily identifiable 
with the preparation and distribution of 
the issue. 

One executive comments on this matter 
in the following manner: 


“The SEC has published figures which 
indicate that the actual cost of register- 
ing new securities has been a very minor 
percentage of the volume of such new 
capital. Apparently, however, these 
costs are only outside expense incurred 
and do not include the diversion of 
time and effort of the internal organ- 
ization in preparing for this procedure. 
Neither does the SEC propaganda’ give 
consideration to the repressive psychol- 
ogy generated by their requirements 
which, I feel, have slowed down the 
rate of new investment.” 


The costs indicated in the SEC figures 
are only outside expenses, as the quotation 
suggests. This is also true of the survey 
by the corporation of five issues floated 

oth before and under the securities 
act. As one of the executives points out, 
smaller corporations would have to depend 
more upon outside attorneys, accountants, 
and others, and would therefore have costs 
substantially higher than for a large cor- 
poration which has its own personnel to 
take care of these matters. It is doubt- 
ful whether adequate data are available 
to estimate the internal costs in the form 
of salaries of executives and others who 
assist in preparing information for regis- 
tration. If it is true that these costs are 
generally absorbed by the larger corpora- 
tions without being included in cost esti- 
mates, any comparisons that might be 
made of costs of corporations in various 
size groups would tend to show lower cost 


ratios for the larger corporations than 
would have been incurred. 


Effect on Small Businesses 


One executive suggests that, whatever 
else may be said for or against the oper- 
ation of the securities and exchange acts, 
the question of effects on small businesses 
is irrelevant. 

As he expresses it: 

“Objectively, it must be conceded 
that the present acute difficulty of 
smaller manufacturing enterprises in 
raising new equity capital lies in other 
areas than SEC regulations. As pointed 
out in the IBA statement of April 5, 
19457 the investment banking machin- 
ery cannot be expected to handle small 
issues; the weight of federal taxation 
has made it exceedingly difficult to grow 
out of accumulated earnings; and fed- 
eral corporations offering loans and 
guarantees are no solution.” 


The question of financing small mining 
developments is possibly somewhat differ- 
ent from that of other industries. A min- 
ing executive states: 

“Financing for mining development 
has practically disappeared as an ac- 
tivity of the little fellow. More and 
more, the development of mining com- 
panies is being done by the large, well- 
financed mining companies already in 
existence. The result of this is that the 
little fellow is shut out, and, in a 
measurable period of time, mining will 
be carried on only by a few large com- 
panies. . . . The mine financing busi- 
ness has been overly policed and regu- 
lated until only the fearless and well 
financed attempt to engage in its 
work.’” 


EFFECTS ON METHODS OF 
FINANCING 


A substantial number of the executives 
reporting their experience in obtaining 
funds since the enactment of the securities 
and exchange acts indicate that their 
methods of financing had been influenced 
by the acts. The most common effect has 
been on the sale of debentures or other 
obligations to banks or insurance com- 
panies. 

Comments include the following: 

“Tn one case we reclassified an issue of 
preferred stock instead of calling it and 
issuing new stock.” 


“A recent issue of convertible preferred 
stock was specifically confined to intra- 


licy by the small bi t n 
Bankers Association of America submitted by the committee 
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state offering and selling, to avoid the 
jurisdiction of the Securities and Ex- 
change Commission, because of the 
heavy legal, auditing, and printing ex- 
pense and the necessary delays before 
issuance incident thereto.” 


“Tn the case of what might be termed 
‘blue chip’ credits, the adoption of the 
securities act gave rise to what is known 
as ‘privately placed financing.’ The 
best credits are able to place new bond 
issues with the insurance companies 
without SEC registration on terms as 
favorable as those available in the open 
market and at much less cost in cash 
and clerical effort. . . . Our company 
placed an issue privately with the insur- 
ance companies. It should not be said 
that we did so because of the securities 
act but rather because of the develop- 
ment outlined in the preceding para- 
graph. We were able to do the financ- 
ing on terms comparable with those 
offered by the open market at a much 
lower cost in cash and clerical effort and 
without incurring the delays inherent 
in placing the securities in registration 
with the SEC.” 


“Bonds were sold to insurance compan- 
ies without registration with the SEC. 
This was done with three things in 
mind: (1) the economies to be realized 
by the company by not registering the 
securities, (2) the fact that we believed 
we could get a better price by selling 
to insurance companies direct rather 
than paying underwriting fees of proba- 
bly two points, and (3) the greater 
facility of dealing directly with the pur- 
chasers without the delays and incon- 
veniences of the formalities of registra- 
tion.” 


“We did some refinancing through the 
mechanism of notes to our banks and 
the sale of debentures to an insurance 
company. The cost of registering a new 
stock issue was not the only reason for 
deciding on this method of financing 
but the cost and, still more, the 
amount of executive time it would have 
required certainly contributed to our 
decision.” 

There is some difference of opinion as 
to whether it is more or less desirable from 
the corporation’s point of view to sell 
securities direct to insurance companies 
or to go through the processes which re- 
quire SEC registration. None of the ex- 
ecutives contributing to this survey indi- 
cate that there were any difficulties in- 
volved in the sale of securities to insurance 
companies. 

LIABILITY OF DIRECTORS 

Liability under the securities and ex- 
change acts has had a marked effect upon 


the attitude of officers and directors, as 
illustrated by the following comments: 


“The worst aspect is the volume of 
data required and the risk assumed by 
many directors and officers who cannot 
check all the facts in signing the state- 
ment.” 


“The most serious phase of this prob- 
lem is the vast uncertainty of trouble 
ahead hanging over us like a sword of 
Damocles . . . every time we send any 
kind of a piece of paper to the SEC, 
there is always the feeling that we may 
have broken some interpretation of the 
law or SEC rule and that our directors 
have become involved in some intangi- 
ble liability.” 

The Securities Act of 1933 provides cer- 
tain defenses* which are possibly adequate 
to offset the concern of directors and 
officers in some cases, but it is to be ex- 
pected that this would not be true in all 
cases. In general, these defenses would re- 
lease from liability any officer or director 
who could prove that he had made a 
“reasonable investigation” as a result of 
which he believed the requirements of the 
law had been properly satisfied. 

The liability provisions of the acts have 
led a great many corporations to assume, 
in their by-laws, the liability which the 
statute has placed on officers and directors. 
Whether such assumptions of liability are 
legally valid has not yet been finally de- 
termined. 


DELAYS UNDER SEC 


Some of the executives object to the 
delay involved in registering securities 
under the securities act. One of them 
states: 


“The more serious burdens which 
registration has caused relate to the 
problems of time rather than the matter 
of costs; the longer periods now required 
to consummate a financing operation in- 
crease the risks involved.” 


Whether the delay is attributable to the 
time required in the preparation of mate- 
rial for registration or the time required 
by the Securities and Exchange Commis- 
sion in handling the registration is not 
indicated. . 

In the following two comments, execu- 
tives direct their objections particularly 
to the latter cause of delay: 


“Less detailed information and less 
delay in handling the matter through 
the SEC would help without diminish- 
ing protection to investors.” 


“T have heard many complaints about 
the SEC not giving prompt attention 
to applications and perhaps some regula- 
tion which would compel the SEC to 
act more promptly would be in the gen- 
eral interest.” 

Section 11 (b). 


Like other phases of this survey, atti- 
tudes on this question do not agree. Ac- 
cording to information provided by the 
commission, 39% of all applications for 
registration filed between January 1 and 
April 10, 1945, were made effective in 
twenty days or less, and another 43% in 
twenty-one to thirty days. These figures 
give no indication as to any causes of de- 
lay for the other 18%, but the Invest- 
ment Dealers Digest for May 21, 1945, 
gives the SEC credit for facilitating the 
matter. It says: 


“The figures on registrations of new 
issues provide the basis for thanks by 
underwriters to the SEC. In January 
and February of this year, 48 state- 
ments were filed and 31 (including some 
filed in 1944) became effective. In 
March and April the record was 128 
filed, 85 effective. In the first 14 days 
of May, 28 statements became effective, 
several of which were filed during that 
period. Total ‘clearances, therefore, 
were 144 in the first four and a half 
months. Of those processed in the first 
four months, 40% became effective in 
20 days or less and an additional 42% 
in from 21 to 30 days.” 


It may be significant that the last two 
comments of executives represent utilities 
and that the delays referred to may have 
resulted from the operation of the Public 
Utility Holding Company Act of 1935. 
Very little information in this survey re- 
lates specifically to that act. 

A provision such as the last comment 
suggests is a part of Section 8 (a) of the 
Securities Act of 1933 and reads as 
follows: 


“Sec. 8. (a) Except as hereinafter 
provided, the effective date of a regis- 
tration statement shall be the twentieth 
day after the filing thereof or such 
earlier date as the commission may de- 
termine, having due regard to the ade- 
quacy of the information respecting the 
issuer theretofore available to the pub- 
lic, to the facility with which the na- 
ture of the securities to be registered, 
their relationship to the capital struc- 
ture of the issuer and the rights of 
holders thereof can be understood, and 
to the public interest and the protection 
of investors.” 


The provision that the commission might 
“determine” an “earlier date” was in- 
corporated in 1940. Prior to that time 
the twenty-day waiting period was man- 
datory. The commission has adopted the 
practice of sending out “letters of defi- 
ciency” to request additional information 
when they consider the original applica- 
tion to be inadequate. It also has an office 
rule that such letters shall be issued within 
ten days of filing, but the shortage of help 
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induced by the war has forced a lengthen- 
ing of this period in some cases. 

One executive comments favorably on 
action by the commission while suggesting 
the desirability of facilitating prepara- 
tions for registration. He states: 


“The only relaxation which I would 
approve would be such relaxations as 
would permit faster negotiations be- 
tween companies and their bankers; for 
example, we had to start four months 
before we needed the money in order 
to be sure we complied with all require- 
ments, and have all necessary informa- 
tion, in order to effect a call of our 
stock. . . . I, personally, explained the 
situation to certain members of the 
commission staff in the beginning, told 
them our problem, that we had a call 
date to meet, and when the registration 
statement was filed . . . they gave us 
excellent action on it. . . . I have 
nothing but the highest praise for the 
way in which they handled this for us, 
and I can say that this has been my ex- 
perience with the commission since 
1986. 0.< sn 


This survey was confined almost en- 
tirely to industrial corporations and utili- 
ties, and therefore does not reflect the 
attitudes of security dealers, bankers, the 
exchanges, and others similarly situated 
with regard to the operation of the acts. 
A comment from one banker, however, 
may have a bearing upon this question of 
delays. He suggests that the SEC “elimi- 
nate the prohibition on solicitation of or- 
ders during the waiting period and permit 
the taking of orders during the waiting 
period, provided both parties to the con- 
tract reserve the right of cancellation until 
after the registration statement becomes 
effective.” 

It is the commission’s point of view 
that preliminary information upon which 
sales during the waiting period might 
be based would invariably be incomplete, 
and often misleading, particularly in those 
cases in which supplementary information 
is required. As evidence, they cite cases 
in which preliminary financial statements 
have indicated surpluses, while the final 
statements have shown deficits.’ 


ACCOUNTING REGULATIONS 


Objections are made by two executives 
to some of the SEC efforts to prescribe 
certain changes in accounting procedures. 

One states: 


“The SEC has been conducting a 
campaign to force corporations to write 
off good will. As a matter of fact, so 
long as good will is clearly set out as 

1The arguments on both sides of this question were 


elaborated in the reports to Congress prior to the 1941 
hearings. See footnote on page 259. 


a separate item in the balance sheet and 
not concealed in some account like 
‘plant account,’ it doesn’t seem to me 
that it is any of the commission’s busi- 
ness as to whether good will stays on the 
books or not. After all, if it is clearly 
disclosed, the investor can himself write 
it off if he wants to.” 


The other executive points out: 

“While we do not believe there is any 
necessity for relaxation of the present 
SEC requirements, we do feel that from 
an administrative standpoint there 
could be a good deal less insistance on 
minor detail by the’SEC and we also 
feel their assumption of the right to 
prescribe accounting methods in detail 
is unwarranted.” 


The commission’s attitude on the ques- 
tion of uniform accounting methods is 
that financial statements are useful to in- 
vestors only if satisfactory comparisons 
can be made. On a number of important 
items, there is considerable variation in 
accounting practice. Hence, the commis- 
sion feels that a certain amount of ac- 
counting uniformity must be prescribed. 
Its authority is set forth in Section 19 (a) 
and in Schedule A, paragraphs (25) and 
(26) of the Securities Act of 1933. 


domiciled in Canada. I have wondered 
whether or not there was any way of 
controlling this thing which had the 
earmarks of a wildcat, exploratory sort 
of financing. I presently feel that from 
an investor’s angle, overcontrol is a 
lesser evil than undercontrol.” 


“Tt is our opinion that the investor 
must be protected, and we do not think 
that the SEC requirements can be re- 
laxed without doing away with some of 
the protection the investor has.” 


Several executives said little more than 


that SEC requirements might be simpli- 
fied. For example: 


“Tt is probable that the Securities and 
Exchange Commission requirements 
could be relaxed somewhat without 
jeopardy to the investor.” 


“We think that some way can be de- 
vised that will reduce the amount of the 
present work.” 


“From what I have heard of the SEC 
regulations, I believe they ‘should be 
simplified since any concern which is 
obliged to file information under those 
regulations is put to a very considerable 
expense.” . 


GENERAL COMMENTS 
General comments favorable to SEC 


procedures follow: 


“Our feeling in the matter is this: 
that the SEC regulations were a psy- 
chological hurdle. When we did register 
we found that the water was of reason- 
able temperature after we had stepped 
in.” 


“Tn our only financing in 1937, we did 
not find that the burden of registering 
the new issue materially increased our 
cost of financing.” 


“Our experience with SEC and the ex- 
perience with most of the people we 
know has been satisfactory, and the 
rules generally are satisfactory.” 


“SEC requirements are basically on 
the right track. Improvements in admin- 
istration are undoubtedly _ possible. 
Streamlining and reduction of the in- 
formation called for is undoubtedly pos- 
sible, but we do not feel technically 
competent to prescribe any detail.” 


“The general impression is that the 
present SEC requirements have been a 
protection to investors.” 


“The SEC is doing a good job on 
policing issues and the fact that it exists 
prevents fraudulent issues which could 
very easily come into being. Along this 
line, I have lately received a good many 
pages of descriptive literature on Can- 
adian gold mines from underwriters 


“The only thing wrong with the SEC 
regulations is that they need simplifi- 
cation, not radical revision.” 


A few of the difficulties encountered 
appear due to misunderstanding of SEC 
requirements. One executive reports: 


“The minor difficulties we have had 
in registering new issues have arisen 
from the interpretation of SEC regula- 
tions rather than from the regulations 
themselves.” 


Some misunderstandings have been 
caused by changes in the regulations or 
in the law that have not been adequately 
publicized. “Our only comment,” writes 
one executive, “has to do with the minor 
matter of duplication. In many respects 
the data required are included in our 
annual report which is also required to be 
filed with the SEC along with the other 
data.” Yet under the simplification of 
registration and reporting requirements 
announced by the commission on Decem- 
ber 18, 1942: 


“A registration statement filed under 
the Securities Act of 1933 becomes a 
basic document under the simplification 
program so that securities covered by 
the statement may be listed on a stock 
exchange by filing copies of the regis- 
tration statement. If a company is re- 
quired to file annual reports with the 
commission, these reports may consist 
principally of copies of its registration 
statement under the Securities Act of 
1983, its annual report to stockholders, 
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or a thirteen months’ prospectus. One 
result is that a company’s annual re- 
port to stockholders, its proxy state- 
ment, and its annual report to the 
commission may, if the company so 
elects, be substantially the same docu- 
ment.” 


Whether these changes in the regula- 
tions are sufficient to avoid the duplication 
on which the complaint was based cannot, 
of course, be ascertained. 

Two other comments reflect further 
misunderstandings that may have de- 
veloped. The statements are as follows: 


“Present SEC requirements could be 
relaxed without jeopardy to the investor 
by the acceptance of the most recent 
audit of outside accountants, accom- 
panied if necessary by an unaudited 
statement of the corporation to the 
nearest month to date of application.” 


“Another requirement is the submis- 
sion of a balance sheet showing the con- 
dition just twelve months after the date 
of the stock, even though this date 
should fall in the middle of an account- 
ing period. Certainly the investor would 
be adequately protected if a balance 
sheet were requested at the end of the 
nearest month.” 


The suggestion made in the first com- 
ment is covered by the 1933 act. The 
most recent audit has always been ac- 
cepted provided it is of a date not more 
than one year prior to the filing of the 
registration statement. If this statement 
is not within the last ninety days, an un- 
audited statement within the ninety-day 
period is also required. 

No SEC reports require balance sheets 
as of a date in the middle of a month. 
It is possible that the quotation refers to 
the requirement in Section 10 (b) of the 
Securities Act of 1933 that the informa- 
tion contained in a prospectus shall be as 
of a date not more than twelve months 
prior to the use of the prospectus if the 
prospectus has been used more than thir- 
teen months. At present, corporations that 
have filed registration statements near 
the close of their fiscal years sometimes 
find this requirement burdensome be- 
cause their audited statement cannot be 
prepared within a month after the close of 
the year. As a result of the conferences 
between the commission and members of 
the securities industry in 1941, an agree- 
ment was reached on recommendations 
for changes whereby the twelve-month 
period referred to above would be reduced 
to eight and the thirteen-month period in- 
creased to fifteen. Variations were to be 
permitted in unusual circumstances at the 

iNinth Annual “Ka of the Securities and Exchange 

Fiscal Year 


ended June 30, 1948, page 1. 
*Schedule A, paragraph (25). 


discretion of the commission. This change, 
which would have taken care of most of 
the present difficulties, has not yet been 
made the subject of a Congressional com- 
mittee report. 


ALTERNATIVES 


Only one executive thinks that the acts 
should be repealed and most suggestions 
for change are confined to proposals for 
reducing the amount of information re- 
quired. 

Only one proposes any general alterna- 
tive: 


“The SEC should leave alone corpora- 
tions desiring to float issues, and let 
something be done through a bonding 
company which would protect the in- 
vestor against fraud and criminal acts 
of that nature. Then, if anything should 
turn out improper, the bonding com- 
pany would stand behind the corpora- 
tion, if the latter was unable to make 
good. I think something of this nature 
could eliminate much of the work done 
by the SEC and the bonding company 
could make its own private check as to 
the integrity of the issue. In neither 
case, however, would the investor be 
protected against an unfavorable, but 
honest, experience of the corporation. 
That is the normal risk of any investor.” 


Another executive suggests that a com- 
mittee of certified public accountants as- 
sist in a program for simplifying present 
requirements: 


“T should guess that a committee of 
CPA’s could probably streamline the 
entire operation so that the SEC would 
continue to get all the information it re- 
ceives now, with far less trouble on the 
part of those supplying it. Certainly I 
don’t think there should be any general 
relaxation of these regulations and re- 
quirements.” 


Another suggestion relates particularly 
to the need for assisting small corporations 
in securing funds. Attention was called 
to a suggestion by the Investment Bank- 
ers Association which had been previously 
published: ‘What is needed is local in- 
vestment companies, adequately financed, 
to provide financial and management 
counsel assistance: to smaller-growth en- 
terprises. 

If organized as proposed by IBA, their 
activities should be exempt from SEC 
supervision.” 


Paut W. E.uis 
Ciyve L. Rocrrs 


Division of Business Practices 
See footnote, page 259. 


Notes on New Products’ 


A Portable Pyrometer 

A pyrometer weighing only one and 
three-quarter pounds is being made by 
the Instrument Division, K. H. Huppert 
Company, Chicago. It is particularly 
adapted for nonferrous metals and liquids. 
Choice of a number of scales is offered, 
and the indicator is designed for reading 
ease in all working positions. 


High-frequency Heater 
A new electronic high-frequency heater 
for nonmetallic materials is being offered 
by the Climax Engineering Company, 
Clinton, Iowa. It is especially adaptable 
for such food uses as sterilization, baking, 
packaging and sealing. 


Shatter-resistant Plastic Container 


A plastic container used as a lining for 
glass bottles has recently been developed 


1Associates of Tue CoNFERENCE Boarp 
are invited to send announcements of new prod- 
ucts, together with nontechnical descriptions, to 
the Department of Industry Studies, Division’ of 
Business Statistics. 


by General Motors which will remain un- 
broken even when the glass bottle is 
shattered. Whether containers of this plas- 
tic material could be altogether substi- 
tuted for glass has not yet been deter- 
mined. However, when the glass is broken 
the plastic lining will hold the content a 
sufficient amount of time for transfer to 
another container. This plastic would be 
useful as a container for acids and other 
chemicals that commonly corrode metal 
containers. 


New Safety Gasoline 


Standard Oil Company of New Jersey 
and Pan American World Airways have 
developed a new safety high-octane avia- 
tion fuel which must be heated to more 
than 100 degrees Fahrenheit to produce 
enough vapors to ignite. The new fuel, 
according to an oil company official, elim- 
inates dangers of a flash fire from fast 
vaporizing gasoline that might be set off 
by a spark. In addition to making flights 
safer, an air-line spokesman asserts that 
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there is a possibility that the use of safety 
fuel may make refueling in the air a 
reality, thus increasing the efficiency of 
long-range operations. Production costs 
can be held as reasonable as present-day 
high-octane gasoline. 


Rubber Springs 

Rubber springs, developed by B. F. 
Goodrich Company in 1936 and demon- 
strated at the World’s Fair in New York, 
have been supplied for tracked landing 
vehicles during the war, and will be made 
available for buses and automobiles in the 
postwar period. Rubber springs are being 
supplied for a number of buses to be built 
this year. 


A Cold-car Lubricant 
The Union Carbide and Carbon Com- 
pany has recently developed from a syn- 
thetic organic chemical a lubricant which 
assures the starting of automobile engines 
in subzero weather and insures against 


the sticking of gears. This oil, which has 
water-soluble and -insoluble forms, con- 
tains no petroleum oils. It is expected to 
find much use in the textile industry and 
in hydraulic brakes, presses and refrigera- 
tors. The oil will flow freely under a wide 
range of temperatures. 


New Frozen-foods Package 


The rapid growth of the. frozen-foods 
industry is prompting new packaging de- 
velopments. The American Can Company 
has “prematurely” announced a new con- 
tainer for retail use. The device has im- 
pregnated fiber walls and tin-plate ends to 
supply rigidity. No inner wrapper is re- 
quired and printing is direct on the ex- 
terior surface. Packaging speed is high 
with this new container. Several months 
of testing will precede its introduction to 
the consumer. 


Inpustry Stupies DrepaRTMENT 
Division of Business Statistics 


Notes on Reconversion 


Reconversion Pricing Formula 


A reconversion pricing formula for 
manufacturers was announced by the Of- 
fice of Price Administration on July 19. 
Under the new formula, individual man- 
ufacturers seeking relief are divided into 
three classes: those with annual sales, ex- 
cluding war contracts, of more than $200,- 
000; those with sales between $50,000 and 
$200,000; and those with total sales under 
$50,000. 

Ceiling prices on reconversion articles 
for manufacturers whose annual sales ex- 
ceed $200,000 are computed on the basis of 
the 1941 unit cost of the article. To this 
cost, the manufacturer is permitted to add 
legal advances in material price levels and 
in basic wage rates. He is not permitted 
to add increased material price levels re- 
sulting from shifts in procurement prac- 
tices, nor rises in wage costs resulting from 
individual merit promotions. After these 
adjustments, if the new cost figure ex- 
ceeds the present maximum price for the 
article, the manufacturer may add one 
half the 1936-1939 average profit factor 
for the industry; in the event that the new 
cost figure is equal to, or less than, the 
present maximum price, no relief is grant- 
ed. An alternative method has been pro- 
vided for manufacturers who have not 
maintained accounts on a_product-by- 
product basis. 

Medium-sized companies follow the 
same basic procedure but are permitted to 


adjust their 1941 cost by the legal in- 
creases resulting from higher straight-time 
hourly wage rates, instead of those due 
to increases in basic wage-rate schedules. 
Likewise, in computing profit factors, they 
are allowed to select either one half the 
1936-1939 average profit factor for thc 
industry, or their own profit factor for the 
same period, whichever is higher. 
Companies with sales under $50,000 are 
permitted to base their prices on current 
costs, rather than go through the process 
of adjusting 1941 costs. To these current 
costs, they may add the higher of their 
own profit factors for the first of the years 
1939, 1940, 1941 for which they have 
profit data, or one half the average profit 
factor for the industry for 1936-1939. 


An Industry Pretermination Plan 


Representatives of the Army, Navy, 
and the textile industry have worked out 
a plan to determine in advance the dis- 
position of inventory under Army and 
Navy contracts. The plan is in the form 
of a suggested pretermination agreement 
permitting contractors to retain all the 
raw cotton and cotton in process which is 
allocable to terminated war contracts. 

On all cotton that the manufacturer de- 
cides to retain, the government will pay 
the difference between the War Food Ad- 
ministration’s ten-spot average for 15/16 
middling cotton on the day after receipt 
of his contract and that on a designated 


day after receipt of notice of termination, 
where the latter is lower. The contractor 
must select the day in advance of the 
signing of the agreement and in no case 
may it be more than twenty days after 
notice of termination has been received. 
By planning in advance, the industry 
hopes to be able to effect a more rapid 
and orderly conversion from war to civil- 
ian production. If either the government 
or the contractor desires, the agreement 
may be modified at any time prior to ter- 
mination. Also, in instances where the 
work in process is not adaptable to civil- 
ian use, pretermination agreements will be 
negotiated on an individual basis. 


SEC on Contract Termination 


On July 23, 1945, the SEC issued 
amendments to their regulations requir- 
ing listed corporations to report important 
changes in their war contracts. The 
amendments were effective at once. 

An amendment to Rule X-13A-6 _re- 
quires that the SEC be notified of the dol- 
lar value of cancellations amounting to 
20% or more of total sales for the previous 
fiscal year. This report is to be mailed 
under confidential cover to be released by 
SEC only when national security permits. 

A new rule, number X-13A-6A, requires 
a quarterly report from all listed corpora- 
tions with war business amounting to 25% 
or more of total sales during the preceding 
taxable year. This report must show the 
dollar total of sales or operating revenues 
during the period, the dollar total of war 
contract sales during the period, the dol- 
lar value of unfilled war contracts at the 
beginning of the period, and the dollar 
value of unfilled war contracts at the end 
of the period. Information is required 
quarterly after June 30, 1944. 

Prior to adoption, the rule was widely 
circulated among interested parties and 
a number of changes were made as a re- 
sult of the replies. Several comments 
were made suggesting that the information 
might be misleading unless interpreted, 
and inquiring whether interpretations 
would be permitted. The commission’s re- 
lease expresses the opinion that interpre- 
tations would be both appropriate and 
desirable. 


Section 722 Delays 


Senator George has announced that the 
staff of the Joint Committee on Internal 
Revenue Taxation would investigate the 
matter of the Bureau of Internal Reve- 
nue’s delay in settling Section 722 claims 
and-report probably just before Congress 
reconvenes. Senator George has indicated 
that public hearings might be called. 
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Regional Aspects of Productivity and Labor Costs 


EGIONAL disparities in productivity 
and labor costs will be important 
elements of postwar competition both 
within an industry and between rival in- 
dustries. Should wage-cost-price ratios be- 
come further unbalanced by a general in- 
crease in hourly wages, the geographic dif- 
ferences in labor cost and production per 
man hour would gain in significance.* 

Hourly wages are still on the upswing. 
A subcommittee, headed by Senator Pep- 
per, of the Senate Committee on Labor, 
recommended in mid-July of this year 
that minimum hourly wages be lifted from 
the present level of 55 cents to 65 cents. 
Congressional approval of this measure 
alone would make permissible pay in- 
creases amounting to $761 million a year, 
according to a “realistic” estimate of the 
War Labor Board? 

Tn addition, bills were submitted to both 
Houses on July 18 to make the legal mini- 
mum wage 65 cents an hour now and 75 
cents after two years. These rates would 
apply to about 10 million workers through- 
out the country. In the proposed legisla- 
tion, the work week would be forty-four 
hours the first-year at the 65-cent rate, 
forty-two hours the second year at a 70- 
cent rate and forty hours the following 
year when the minimum wage would reach 
75 cents an hour.’ 

Simultaneously with the pressure to 
raise wages, an increasing number of sur- 
plus government-owned war plants scat- 
tered throughout the nation is being of- 
fered for sale or lease to private producers. 
Expansion of manufacturing facilities from 
July 1, 1940, through May 81, 1944, when 
rearmament reached its peak, amounted 
to over $20 billion, of which four fifths 
were publicly financed. 

In this $20-billion expansion, $13.9 bil- 
lion was spent for new plants, $4.2 billion 
for expanding existing plants and $2.2 bil- 
lion for “conversions.” Over half the 
amount expended for new plant was con- 
centrated in the East North Central ($3.9 
billion) , Middle Atlantic ($2.0 billion) , and 
West South Central ($1.8 billion). More 
than half the total authorized expansions 
also went to three regions: Middle Atlan- 
tie ($1.2 billion), East North Central 


1An analysis of the wage-cost-price Sage ong Ot in mee! 
ray a industries ng s in “Trends nit Lal 
rch, 1945; see also ottendee in 
Port cinty™ 5 A noted 1945, issue. 
Senate Subcommittee Bepock on Substandard Wages, 
S. Con. Res. 11, July, 1945. 
Bill S~1282 and H.R. 384i. 


($1.1 billion), and South Atlantic ($0.5 
billion). Almost three quarters of the 
“conversions” were accounted for by the 
East North Central and Middle Atlantic 
regions alone. 

Many manufacturers are contemplating 
expansion or relocation of their factories 
after the war through the purchase or 
lease of these surplus properties; others 
are planning to construct new plants. It 
has been estimated that $4.5 billion will 
be spent during this fiscal year for plant, 
equipment and alterations. Nearly 30% 
at the outlay will be for plants. In dollars, 
this expenditure for plants is about three 
times the prewar rate and 35% above the 
1929 peak.’ The relative man-hour output 
and wage levels in the various geographic 
areas thus became increasingly important 
since differences in labor costs affect profit 
possibilities. 


FACTORS AFFECTING PLANT 
VARIATIONS 


Regional statistics of output per man 
hour and labor costs are drawn from rec- 
ords of individual plants situated through- 
out the United States. Differences in plant 
experience are caused by dissimilarity in 
employing technological advancements 
and in the use of the factors of manufac- 
turing. These factors include the type of 
manufacturing process, the rate of daily 
operation and the. amount and utilization 
of capacity in an individual plant. Their 
influence may be sufficient to cause un- 
equal productivity and labor cost among 
plants using identical technology. The 
nature of the labor supply and the effi- 
ciency of management are other control- 
ling forces. 

The general level of wages and the wage 
policy of individual plants directly influ- 
ence labor costs. A. generally low “pre- 
vailing” wage level in one area as com- 
pared with another may offset a relatively 
small output per man hour and thereby 
effect a unit labor cost that allows for 
competition between regions. Inversely, a 
high wage level may offset relatively high 
productivity experience and cause an un- 
favorable interregional comparison of la- 
bor costs for plants located in that area. 

Labor costs in member plants of na- 
tional organizations pursuing a uniform 
wage policy in all branches would be af- 
fected by the output per hour in each 

1urvey of Current Business, June, 1945, p. 6. 


plant. In areas where the company wage 
is below that of competing plants, labor 
costs would be comparatively low; if the 
wages offered are higher, labor costs would 
be greater.. Plant location with respect to 
resources also influence labor costs. The 
availability of raw materials, transporta- 
tion and fuel are all mirrored in the ulti- 
mate labor cost of a finished product. 


LIMITATIONS OF AVAILABLE 
MEASURES 


Current data are not available on rela- 
tive regional productivity and labor costs. 
Some conclusions, however, can be drawn 
from earlier studies of average hourly 
earnings and value added by manufacture 
per man hour.’ 

Data on hourly wages have their own 
peculiar limitations. They may not neces- 
sarily relate to payments for the same 
type of labor in each region. In industries 
with relatively standardized technology, 
average earnings per man hour reflect to 
a large degree regional differences in pay- 
ment for the same type of labor. For 
those industries in which techniques vary, 
wage figures may relate to different types 
of labor. In addition, hourly earnings may 
not necessarily represent comparable wage 
cost because the commodity produced in 
each area may not be identical. Data for 
value added per man hour may also be 
affected by this latter limitation. 

Average hourly wages and value added 
by manufacture are available for three 
broad geographical areas—North, South, 
and West. Each of these sections is not 
in itself a homogeneous area. Where there 
are major differences between sections of a 
region, concentration of an industry in one 
part of this region affects the average for 
the whole region. Thus, concentration of 
one industry in the upper South which 
has a different wage level than the other 
parts of the area will affect the average 
for all sections making up the South. 


VALUE ADDED PER MAN HOUR 


Plants located in the western portion of 
the United States generally created in 
1939 a larger net value per man hour in 


1Value added by manufacture represents that portion of 
the value of product which has been added in the factory 
proper by the manufacturing process. It is caleniated b 
subtracting the cost of materials, supplies, containers, fue 
purchased electric energy and contract work from the sell- 
ing value, f.o.b. factory (value of Pope and approximates 
the net value of manufactures. Value added is used in this 
study as a substitute for direct estimates of physical output. 
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TABLE 1: WAGES PER MAN HOUR AND VALUE ADDED PER MAN HOUR IN SELECTED ESTABLISHMENTS 


BY REGION AND INDUSTRY, 1939 
Source: Census of Manufactures 


Number of Wage Earners! 


Industry Z . 
rat North | South West Voted North 
Food and tobacco ¢ ¢ 
Cane—sugar refining................... 14,133 || 8,899 5,234 bs wolf OU.G | 735 
Cereal—preparations. . sae 7,355 7,148 eae 207 68.5 68.7 
Flour and other grain mill products beard 19,698 || 12,193 4,576 2,929 | 55.1 || 58.3 
Lignors, distilled?32 52a ste eee ee 3,705 1,671 1,901 133 60.5 63.4 
Meat packing, wholesale............... 108,647 || 87,487 | 13,097 8,063 64.9 67.2 
Tobacco (chewing and smoking) and snuff} 8,784 |] 4,476 | 4,308 cvaea} 51,0) |), +5616 
Textile 
Cotton broad woven goods............. 297,778 || 63,273 | 234,505 aig 38.2 44.3 
Cétton*yarne 2 s...ceiem tee eee 62,270 7,229 | 55,041 aca ieys 34.8 41.3 
Hosiery—full fashioned................ 84,361 || 54,057 | 29,691 613 | 56.9]} 59.8 
Knitted outerwear: ... 6.5 csc vcacccnss 15,378 || 12,793 846 1,739 44.3 44.8 
Woolen and worsted manufactures....... 133,911 |} 121,752 | 10,195 1,964 | 51.2] 52.0 
Work clothing (excluding work shirts)...| 46,224 || 22,973 | 19,960 3,291 | 36.2] 38.7 
Chemical 
Leather tanhing*:5sdij. seed aisles 39,772 || 33,036 6,033 703 61.7 63.8 
Paper and paperboard mills.............| 101,360 |} 80,105 | 14,643 6,612 | 61.4]] 61.7 
a 8 PeMINg ae as mesic 70,934 || 33,352 | 27,345 | 10,237 92.0 95.8 
Pulp mils). See aS 24,301 || 10,940 9,502 3,859 59.5 59.8 
Rayon and allied products.............. 48,332 || 13,165 | 35,167 agin 65.3 || 66.9 
Rubber tires and inner tubes............ 54,115 || 46,010 4,502 3,603 | 93.3 || 96.9 
Stone, clay, glass 
Cement xc i cst peaiierclancan tesa ante, oe 23,571 || 15,466 5,317 2,788 67.1 69.2 
Clay refractories’, 7780.5 . ieee. eee ee 10,257 7,130 2,410 Be fal S| iy fal 
Glass containers... seme 24,738 || 18,184 4,993 1,561 | 67.9 || 67.6 
Nonferrous metals 
Alloying, rolling, and drawing‘.......... 34,926 || 33,613 1,001 312 | 68.0]|| 68.2 
WOUnCvICS. © chin cx tee a ee eine 6,950 5,863 527 560 | 65.1 65.7 
Primary smelting and refining........... 19,334 9,689 4,331 5,314 | 67.6 || 72.5 
Iron, steel and machinery 
Blast-furnace products................. 18,999 || 15,700 3,299 ae 74.0 ]| 76.5 
Cast-iron pipe and fittings.............. 15,503 4,878 9,926 699 | 55.3 || 64.6 
Electrical appliances................... 19,101 || 18,507 ads 594 | 66.0] 66.0 
Machine-shop repairs.................- 5,768 2,902 1,938 928 |} 66.9}| 69.1 
Motor vehicles? .)"..02.5 23. 222 ee 386,879 || 372,343 7,883 6,653 90.0 90.3 
Steel works and rolling mills............ 365,328 || 318,442 | 37,911 8,975 | 83.6 |} 85.0 
1Average for ‘Including refractory cement 
Oey at and Finished. 4Except a) behiraead-gl 8 eid a 


the manufacturing process than did plants 
situated in the North or the South. In 
Table 1 data are given for thirty indus- 
tries. Twenty-two industries have repre- 
sentative figures for all three areas. In 
seventeen of these industries with nation- 
wide coverage, value added per man hour 
was highest in establishments situated in 
the West. 

Value added per man hour in the glass 
container industry was 72% higher in the 
West than in the North. Other industries 
in which the value added per man hour 
was more than 30% greater in the West 
than in the North were: knitted outer- 
wear (55%), pulp mills (46%), alloying, 
rolling and drawing of nonferrous metals 
(46%), cereal preparations (44%), work 
clothing except shirts (40%), motor ve- 
hicles (37%), paper and paperboard mills 
(33%), and cement (30%). Value added 
per man hour in six of these nine indus- 
tries (the knitted outerwear, cereal prepa- 
rations and work-clothing industries are 
exceptions) was also higher in the South 
than in the North. 


Northern manufacturing industries, on 
the whole, produced a greater value added 
per man hour of labor input than did the 
South. Of the twenty-eight industries for 
which a North-South comparison is pos- 
sible, nineteen were favorable to the 
North. In the cane-sugar industry, $2.42 
of net value per man hour was added in 
the northern factories as compared with 
$1.60 in the South. Outstanding contrasts 
on a percentage basis also existed in the 
knitted outerwear (North, $.97; South, 
$.67), blast-furnace products ($2.40; 
$1.76), petroleum-refining ($3.98; $3.02) , 
distilled-liquors ($3.87; $2.97) and flour 
and other grain-mill products ($2.96; 
$2.28) industries. 


LABOR COSTS 


Labor costs in 1939 were generally lower 
in the West than in the North, although 
the average hourly wage in some instances 
was favorable to the North. In twelve in- 
dustries, higher wages in the West than in 
the North were more than offset by the 
relative amount of net value created in 


Average Wages Per Man Hour 


Average Value Added Per Man Hour 


South West 

¢ ¢ 

39.8 elie 

RAne 62.9 

40.4 | 65.3 

57.8 | 62.0 

48.8 | 66.4 

45.2 he 

36.6 Sop , eae 
34.0 Ket ; Fast 
51.7 | 69.8 : 1.08 
34.1] 45.87 1. 1.50 
41.4} 52.0] 1. 1.04 
31.2 | 48.4 ; 1.01 
49.1) 65.5] 1.27 1.46 
54.3 | 74.8] 1.73 2.25 
87.1] 92.9] 3.74 4.89 
53.5} 73.9] 1.42 1.82 
64.7 shire 1.83 tele 
61.6 | 94.0] 2.40 2.75 
57.3 | 73.6] 2.65 3.28 
57.4) 61.7] 1.36 1.38 
64.2] 83.8] 1.97 3.13 
64.0] 68.3] 1.92 2.78 
55.0} 68.2] 1.40 1.35 
61.0} 64.5] 2.63 2.64 
62.4 os 2.29 es 
50.0} 66.2] 1.14 1.02 
---¢ | 66.2] 2.28 1.60 
59.1] 77.2} 1.42 1.67 
77.2 | 85.6} 1.83 2.46 
72.8) 85.0] 1.69 1.84 


5And bodies, parts and accessories, 


the western factories. For example, glass- 
container manufacturers in the West paid 
24% more in hourly wages than those in 
the North, but these western factories cre- 
ated 72% more net value per man hour. 
In the pulp mills, average wages per man 
hour were 73.9 cents in the West and 59.8 
cents in the North. Value added per man 
hour, however, was $1.82 and $1.25, re- 
spectively. 

In six of the industries—cereal prepara- 
tions, meat packing, petroleum refining, 
rubber tires and inner tubes, primary 
smelting and refining and motor vehicles— 
average hourly wages were lower in the 
West than in the North, while value added 
per man hour was greater. In the cereal 
preparations industry, average hourly 
wages were 62.9 cents in the West and the 
value added per man hour was $6.94; in 
the North, 68.7 cents was paid per man 
hour and only $4.82 of unit value was 
added in the manufacturing process. 

Labor costs were higher in the West 
than in the North for flour and other 
grain-mill products, clay refractories, non- 
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ferrous metal foundries, cast-iron pipe and 
fittings, electrical appliances and distilled 
liquor. In these industries, average wages 
per man hour were relatively high in the 
West, as compared with the North, for 
the amount of value added per man hour. 

A North-South comparison indicates 
that labor costs were higher in the North 
than in the South for most of the indus- 
tries studied. All the twenty-eight in- 
dustries under analysis had a higher aver- 
age wage per man hour in the North. Only 
six created sufficient net value per man 
hour to offset the wage differentials and 
thereby make labor costs lower in the 
North than in the South. These six indus- 
tries were distilled liquors, knitted outer- 
wear, work clothing except shirts, petro- 
leum refining, clay refractories and blast- 
furnace products. 

Comparison of western and southern 
factories shows about the same relation- 
ship as for the North and South. Higher 
hourly wages in the West than in the 
South were reflected in higher labor. costs 
because the differentials in value added 
per man hour were smaller than in hourly 
wages. 


SPECIFIC INDUSTRIES 


Information on the regional aspects of 
productivity and labor costs is available 
in detail for only cement, lumber and 
cotton textiles and a few other industries. 


Cement 


For the United States as a whole, 47.6 
man hours of labor were required to pro- 
duce 100 barrels of cement in 1934. By 
geographic areas the differentials ranged 
from eight to ten man hours above and 
below the national average. 


Table 2: Hourly Earnings, Productivity, and Unit Labor Costs 
in Pacific Coast and Southern Sawmills, 1929-1935! 
Sources: National Research Project; NBER 


Pacific Coast 
Y Man H r | Labor Cost Man Hi Labor Cost 
in oh 8 1,000, Board Feet|1,000 Board Feet ae 1,000 Board Reet|1,000 Board Reet 
Benee a pelamaon | roncin ||) eas || vaca | ee 
LORD aria ix» $0. 584 $7.99 $4.67 $16.70 $4.76 
JOSON ees c 0.563 8.21 4.62 15.38 4.23 
HOST am ey 0.478 8.15 3.89 17.40 8.55 
1982 cniesehuste. 0.398 8.34a 3.354 16,58 2.71 
OSS iu io vessias 0.392 7.76 3.04 16.33 3.25 
TOS ae. cere 0.528 7.89 4.17 17.22 5.01 
TO8O 025 ees 0.566 8.05 4.56 16.74 4.61 


1Data from a survey of seven mills on the Pacific coast and nine mills in the South. 


aBased on data for only five operations. 


ern and southeastern sections required 
55.7 man hours and 53.9 man hours re- 
spectively, or about 45% more man hours 
than mills in the far western states. In 
the Middle West, Southwest and Lehigh 
valley, an average of 49.3 hours, 46.5 
hours and 44.8 hours, respectively, were 
needed. 

Actual man-hour requirements in the 
manufacturing operation alone also 
showed substantial regional variations. On 
the West coast, 25.7 man hours per 100 
barrels were needed as compared with 40.7 
man hours in the Northeast. Of the re- 
maining four areas, only the Lehigh val- 
ley was below the national average of 
33.6 hours. (See Table 3.) 

Productivity among cement plants va- 
ried primarily because of differences in 
the manufacturing process, rate of daily 
operation and capacity. With the intro- 
duction of the wet process of manufacture, 
man hours in processing each 100 barrels 
of output decreased significantly. Mills 
using the wet process increased their pro- 
ductivity partially because they were 


Table 3: Man Hours Required to Produce 100 Barrels of Cement in 1934 


Bureau of Labor Statistics 


Source: 


Man Hours per 100 Barrels 


Production 

Area a Plaats Thousands 
of Plan’ ousan 
of Barrels ty ra Quarrying maniee Shipping 
ITIEATOCRS | Jdetsiite iatstaisieta xt8. 00 102 58,133 47.6 Le $3.6 6.3 
Northeast....... 15 6,983 55.7 8.3 40.7 6.7 
SS eae 13 6,376 53.9 9.7 87.9 6.3 
Bde WEA oi.5 5555 us ee 36 21,511 49.3 8.1 35.2 6.0 
SEIEWESL eters ce cae te 12 5,438 46.5 5.7 33.8 7.0 
Lehigh valley............ 14 8,685 44.8 6.6 32.0 6.2 
MCR rtde vi cticicra crew ets ck bata 12 9,141 37.4 100 95.7 4.7 


1Excludes administrative labor. 

The combined steps of extracting raw 
materials, manufacturing the finished 
product and shipping 100 barrels of ce- 
ment required 37.4 man hours in plants 
located on the Pacific coast, the lowest 
number of man hours for any area. On the 
other side of the continent, requirements 
were much higher. Mills in the northeast- 


newer plants and benefited from the ad- 
vantages of technological improvements. 
The rate of operations in cement mills is 
determined by the number of kilns in 
operation. Labor requirements per barrel 
of cement are reduced as the number of 
kilns in operation is increased. Plant ca- 
pacity is an important factor because out- 


put per man hour tends to vary directly 
with the rate of capacity utilization. 

Since regional data on labor costs are 
not as readily available as on labor re- 
quirements, a comparison of earning per 
hour and value added per man hour is 
again used as a rough measure. In 1939, 
the average hourly wage was 73.6 cents 
in the West as compared with 69.2 cents 
in the North and 57.3 cents in the South. 
The average value added per man hour 
was $3.23 in the West, $2.82 in the South, 
and $2.48 in the North. Labor costs in the 
West and in the South were thus well be- 
low those of the North. 


Lumber 


The western and southern regions of 
the United States are the principal lumber- 
producing areas. Their combined output 
normally accounts for about seven eighths 
of total annual production. The western 
states have produced since 1926 a greater 
proportion of the yearly total than the 
southern states. Western output repre- 
sented 48% of the national aggregate in 
1939, while southern production amounted 
to 40%. 

The labor required to log 1,000 feet of 
lumber is higher in the South than in the 
West. The logging of a 1,000 board feet 
in the southern hardwood region averaged 
13.6 man hours (including all operations) 
during the mid-Thirties. The southern 
pine region required 9.9 man hours, the 
redwood region 7.8 man hours, the western 
pine 6.6 man hours and the Douglas fir, 
western hemlock and cedar region 4.9 man 
hours, Labor requirements for the indi- 
vidual logging operations indicate the 
same general relationship among the geo- 
graphic divisions. (See Table 2.) 

The regional difference of man-hour re- 
quirements is attributable mainly to varia- 
tions in mechanization and production 
methods.’ Southern pine, the predominant 
type of lumber in the South, is logged 


1The situation in the South and in the West was discussed 
in “The Lumber Situation,” The Conference Board Industry 
Record, March 30, 1945. 
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mostly by hand. The trees are small and 
the nature of the wood does not lend itself 
to large-scale mechanized operations. 
Douglas fir, the principal competing wood, 
can readily be logged by machine. 


Table 4: Man-hour Requirements in 
Logging and Manufacturing 1,000 
Board Feet of Lumber 
Source: Bureau of Labor Statistics 


Manufacturing 


Region me 
All regions....... 8.1 
Southern pine....| 9.9 
Western pine..... 6.6 
Western Douglas 
fir, hemlock and 
COOBE, Pie care as 4.9 
Redwood. ....... 7.8 
Southern hard- 
WOOd). .c51.ct 2 [SG 


aRelatively few timbers produced in this region. 


The labor time required to manufacture 
1,000 board feet of timber, yard lumber 
or planing-mill lumber also showed con- 
siderable variation among the different 
regions. (See Table 4.) Total man hours 
involved in the manufacture of timbers in 
the Douglas fir, western hemlock, and 
cedar region was only one third and one 
half, respectively, of the amount needed 
in the southern hardwood and southern 
pine regions. For every 1,000 board. feet 
of yard lumber, 6.5 man hours were re- 
quired in the Douglas fir, hemlock and 
cedar area, as compared with 16.3 man 


hours in the southern hardwood region, 
13.8 man hours in the redwood region, 13.0 
man hours in the southern pine region and 
7.6 man hours in the western pine region. 
To turn out planing-mill lumber, the re- 
quirement ranged from 9.1 man hours in 
the western pine region to 20.6 man hours 
in the southern hardwood region. 

Labor costs per 1,000 board feet of 
equivalent production were markedly sim- 
ilar in southern and Pacific coast sawmills 
despite sizable differences in man-hour re- 
quirements. Average hourly earnings in 
the South were proportionately lower than 
in the West, thus offsetting the low pro- 
ductivity in the South and keeping unit 
labor costs down. 

In 1930-32, unit labor costs were slight- 
ly higher in the West than in the South. 
In the following three years, a comparison 
of labor cost per unit was favorable to 
the West. Labor cost per 1,000 board 
feet of equivalent production was only 
5 cents more in southern mills than in Pa- 
cific coast mills in 1935. (See Table 2.) 


Cotton Textiles 


In the cotton textile industry the dif- 
ferential in unit labor costs between the 
North and the South averages a little more 
than 20% in favor of the South over the 
period 1936-1939." This conclusion is 
based on a study of the labor cost to pro- 
duce a single-style percale in two mills 


1The difference in unit labor cost and hourly earning 
would be somewhat reduced if the cost of maintaining a 
“village,” a practice in the South which has no counterpart 
in the North, were included. No precise measurement of 
this factor had been made. 


owned by the same company—one located 
in the South and the other in the North. 
With minor exception, the technique of 


Table 5: Direct and Indirect Labor 
Costs of a Single-style Percale 


Source: TNEC 

Southern | Northern| Differ- | Northern 

Mill Mill ence Exceeds 

Month Southern 

Cents per Yard 

January, 1936] 1.89 2.24 0.35 19 
May, 1987...] 2.24 2.74 .50 22 
August, 1938] 1.94 2.36 .42 22 


production and job standards are similar 
‘n both mills. Hours of work are identical 
and the distribution of workers among the 
various departments is approximately the 
same. Wage policy and hourly earnings of 
the company conformed with that of the 
industry as a whole. 

Average hourly earnings were about 
17% higher in the northern mill than in 
the southern mill, while unit labor cost 
was more than 20% higher. Company 
officials have attributed the difference in 
labor cost per unit to the greater efficiency 
of employees in the South, “although the 
relative newness of the southern machin- 
ery may be partially responsible.” 


GertrupE DeutscH 
Division of Business Statistics 


1Data on unit labor cost in the cotton textile industry has 
been confined to results of this one company’s experience, 
for it is one of the few analyses by geographic areas. This 
study is presented in TNEC Monogra o. 5 “Industrial 
Wage Rates, Labor Costs and Price Policies.” 


Cutbacks and Civilian Employment 


UTBACKS affecting actual produc- 

tion schedules were gaining momen- 
tum by June 1, with consequent reduc- 
tions in employment in munitions indus- 
tries. Reductions begun toward the lat- 
ter part of April had already reduced mu- 
nitions employment from 9 million 
(March 15) to an estimated 8.4 million at 
the end of May. 

The release of workers after cutbacks 
seems to have followed a new pattern. 
According to WMC, a given cutback not 
only brought about a layoff of a number 
of workers, but such layoffs in turn caused 
a spurt in voluntary quits. Moreover, the 
released manpower failed to ease the un- 
dersupply of labor in the area. Labor 
stringency may, in fact, have been in- 
creased by the voluntary separations 
which reduced the number remaining on 


the job below the level necessary to keep 
operations running smoothly. 

The resultant employment adjustments 
have varied according to the nature and 
locale of the cutback. In the early stages, 
following the peak of manufacturing em- 
ployment while the European war was 
still being waged, reabsorption of workers 
into comparable war jobs was the predom- 
inant pattern. Thus, of some 100,000 
workers laid off in the winter of 1943- 
1944, only 87% filed initial claims for 
unemployment insurance, and less than 
10% of these actually drew any benefits. 
On the other hand, an indeterminable 
number of women were known to be leav- 
ing the labor market after layoff at that 
time. 

In the early months of this year, labor 
shortages to be filled narrowed down more 


and more to the need for special skills. 
Hiring became more selective. Yet appli- 
cations for unemployment imsurance re- 
flected no rise equivalent to the declines 
in employment. Nor was there any indi- 
cation of transfer to nonessential employ- 
ment in other nonagricultural fields. 

In many instances, released workers, 
generally unskilled, have been found un- 
willing to accept transfers to jobs in the 
same plant or area where prevailing wage 
rates are lower than those paid at their 
last job. For this reason many workers 
were declared ineligible to receive unem- 
ployment compensation. Others made no 
effort to file applications as long as war 
jobs remained to be filled, and referral to 
these was likely. 

By midyear, all operations under unem- 
ployment compensation showed increased 
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activity. The gains, however, were only 
large percentagewise—not in actual num- 
bers—and in many cases represented 
benefits paid for partial unemployment. 
Currently, WPB officials are becoming 
alarmed at the growing tendency of laid- 
off war workers to wait around for jobs 
offering postwar security, rather than risk 
large-scale layoffs at V-J day and subse- 
quent reliance on unemployment compen- 
sation. 


EMPLOYMENT TRENDS IN JUNE 


Total employment in June increased 
700,000 from the May level of 64 million, 
according to preliminary estimates. This 
total of 64.7 million is about 300,000 less 
than in June, 1944. Civilian nonagricul- 
tural employment is estimated at 41.4 mil- 
lion, or 900,000 below last June. 

Of the five basic industries, all but man- 
ufacturing reported gains for the month. 
These ranged from 50,000 for mining to 
80,000 for transportation and public utili- 
ties. The construction industry with an 
increase of 70,000 continued its upward 
trend begun in February, 1945. All the 
increases, however, were completely offset 
by the manufacturing decline. A loss of 
200,000 factory workers in the month 
brought manufacturing employment to 
13.9 million, its lowest point since the 


early part of 1942. As in preceding 
months, the decline was localized in the 
munitions group—a reflection of produc- 
tion cutbacks. The transportation equip- 
ment group again, as in the past eighteen 
months, registered the largest decline. This 
month, however, aircraft contributed the 
major share to the over-all decline. June 
is the first month in 1945 that reductions 
in aircraft were greater than in shipbuild- 
ing. Almost all of the major nonmunitions 
industries reported employment increases. 

The service industries registered a rise 
in employment for the month. A decline 
of 60,000 persons engaged in trade was 
reported. 


FARM SITUATION 


Fully 11 million persons were employed 
on farms this June, representing an in- 
crease for the month of approximately 
540,000. Despite this usual seasonal in- 
crease, farm employment was significantly 
below that of a year ago. In the New 
England, Middle Atlantic, and East South 
Central states, levels of employment on 
farms were higher than a year earlier, but 
the increases were offset by declines in 
other regions. Pacific coast employment 
was unchanged over the year. 

The number of hired workers employed 
on farms was at a record low for the 


month. Family workers were almost 2% 
fewer than a year earlier. Unable to ob- 
tain enough help from the usual sources of 
labor, farmers have turned to imported 
workers and prisoners of war for assist- 
ance. As of June, 1945, the above groups 
combined numbered over 148,000 per- 
sons. Prisoners of war constituted 48% of 
the total, the rest consisting of Mexicans, 
Jamaicans, Bahamians, and Newfound- 
landers. 


STRIKES 


Fewer work stoppages originated in 
May than in the previous month although 
more idleness resulted, according to pre- 
liminary reports of the Bureau of Labor 
Statistics. A total of 310,000 workers were 
involved in 425 new strikes in May, 1945, 
compared with 589 strikes affecting 319,- 
000 workers a year previous. More than 
2 million man: days of work were lost as 
a result of stoppages this May compared 
with just under 1.5 million man days dur- 
ing the same month of 1944. More than 
half the time lost resulted from the stop- 
page of anthracite miners in eastern Penn- 
sylvania. 


Caryt R. FetpMan 
Rosatyn D. Sr1ecen 


Division of Business Statistics 


Private Housing Prospects 


ATIONAL interest in housing was 

recently intensified by the introduc- 
tion of a housing bill by Senators Robert 
F. Wagner and Allen J. Ellender and by 
the release of a report by Senator Robert 
A. Taft’s subcommittee on housing and 
urban redevelopment. 

Private builders are highly optimistic 
about their postwar prospects in the field 
of residential construction, if existing re- 
strictions on construction are removed. 
Large-scale home building, they believe, 
will offer employment opportunities to re- 
turning veterans and released war workers. 
Such a program will immeasurably help in 
reconversion and will counteract the infla- 
tionary influence of the current housing 
shortage. 

According to a series of opinion surveys 
conducted in ten cities by the Urban 
Land Institute, private builders, eager to 
get off to a quick start in the early post- 
war years, plan first to construct housing 


for the easier higher-priced market.’ They 
fear that scarcities of materials and in- 
flated building costs will render the con- 
struction of low-cost homes difficult im- 
mediately after the war. During the im- 
mediate transition period the home-build- 
ing industry can function most effectively, 
they claim, by meeting the backlog of de- 
mand for houses costing over $6,000, if 
private builders do not have to compete 
with public housing agencies for lumber, 
cement and other essential materials.’ 

As building materials and construction 
labor become more plentiful and construc- 
tion costs descend from their wartime 
peaks, private building interests are con- 


1The surveys indicate that low-cost houses ranging from 
$3,000 to $6,000 will account for 23% of the total of single- 
family homes built in the first two postwar years; medium- 
priced houses ranging from $5,000 to $10,000 will account 
for 67%; and high-priced houses, costing over $10,000 will 
account for 10%; Testimony of ward H. Mott, 
Director, Urban Land Institute, before the Senate Sub- 
committee on Housing and Urban Redevelopment, 1945, 
Hearings, Part 9, p. 1,595. 

*Houses built during the war years were limited to a 
maximum cost of $6,000 with land. 


fident that they will be able to supply 
low-cost housing. Volume production, 
standardized planning, dimensional coor- 
dination, more equitable taxation, and 
improved financial arrangements are a few 
of the methods of achieving economies in 
construction of this type. 


RESTRICTIVE PRACTICES 

Housebuilding “is still in the handi- 
craft, small-scale local stage.”* Houses do 
not readily lend themselves to mass-pro- 
duction methods, involving as they do a 
great number of materials, a variety of 
parts, and a wide range of skills and equip- 
ment. These obstacles, in the opinion of 
experts, are not insurmountable. Rather, 
they wait upon the development within 
the housebuilding industry of a strong and 
competent managerial force which has 
hitherto been absent. 

House production processes remain scat- 


1The Twentieth Century Fund, “American Housing,” 
New York, 1944, p. 131. 
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tered among many independent organiza- 
tions. As a result of efforts of each of 
these groups to maintain a strong position 
in the industry, restrictive practices have 
developed. Labor, for example, has a 
greater degree of control over methods of 
work in housebuilding than it has in most 
other businesses. Before the war, labor 
clung to traditional techniques and mate- 
rials, resisting time-saving innovations, 
such as prefitted doors and paint-spray 
guns. Agreements among _ materials 
manufacturers and dealers have often 
prevented builders from cutting corners in 
purchasing and realizing savings from 
large-scale buying. These and similar re- 
straints have worked against the econo- 
mies of technical progress and better inte- 
gration of processes. 


OBSOLETE BUILDING CODES 


Many building codes are either out of 
date or depend too much upon the “discre- 
tion” of the persons enforcing them. Often 
code requirements are based on methods 
applicable only to materials known at the 
time the code was written. Such require- 
ments may be unnecessarily strict with 
regard to methods and materials subse- 
quently developed. The Washington, D.C. 
code provides that the minimum thickness 
of walls for dwellings shall be 8 inches. 
Although this is reasonable for the usual 
lumber and masonry walls, it is ridiculous 
when applied to steel and glass, or ply- 
wood panel construction. It bars the in- 
troduction of the latter into the Washing- 
ton area.” 

Where the interpretation of the code is 
left largely to the discretion of city offi- 
cials, abuses sometimes have arisen out of 
collusion among officials and manufac- 
turers of materials currently in use. The 
status quo is protected to the detriment of 
new materials which might prove more 
efficient and less costly. 

Building codes, most of which are held 
by one authority to be “as out of date 
as automobile goggles, veils, and dusters,” 
have thus retarded production of lower- 
cost housing. 


LAND COST BARRIER 


Houses are built on land, and to have 
low-cost housing there must be low-cost 
land. Properly located and subdivided low- 
cost land, however, has been lacking. 

Land in the slum areas of cities, where 
people most in need of rehousing crowd 
together, is usually assessed at much more 
than it is worth for new low-rent housing. 
Costs of acquiring and demolishing worn- 
F I1TNEC ea ae 8, “Toward More Housing,” Wash- 


ngton, 1940, 
, “A Million Homes a Year,” 
York, 1945, p. 73. 
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out buildings further increase the price 
of such land. FPHA has found that 
houses built on former slum sites cost $800 
more a dwelling unit than houses built on 
vacant sites because of differences in land 
costs.” 

Often large vacant tracts of inexpensive 
land are not suitable for low-cost housing 
because they lie beyond the reach of easy 
and cheap transportation. 


FINANCING CHARGES 


Capital costs—the total of land and 
construction costs—were high in the past. 
Such costs are the main determinants of 
monthly housing costs but the rate of in- 
terest, length of the amortization term, 
and real-estate taxes are also of consider- 
able importance. During the Twenties, 
housing finance was complex and expen- 
sive. Most states had laws limiting the 
percentage of the loan to two thirds 
of the appraised value of the property. 
Second mortgages of 25% to 30% of 
total cost made possible the purchase of 
a home for only a 5% or 10% down pay- 
ment but they carried a substantial com- 
mission and interest rates as high as 10%. 
The effective interest rate on all mortgages 
held by building and loan associations in 
1931 for the entire United States was 8%.’ 

First mortgages were usually term mort- 
gages written for periods of three or five 
years. They necessitated a quarterly in- 
terest payment with a reduction of loan 
sometimes required only at renewal pe- 
tiods, at which time a commission for re- 
newal also had to be paid. First mort- 
gages’ of building and loan associations 
and second mortgages were on a monthly 
amortizing basis. 

The general decline in interest rates 
since 1931 and federal intervention in 
mortgage financing have sharply altered 
home-financing terms. By 1942 it was 
possible, under FHA mortgage insurance 
provisions, for a prospective home owner 
to obtain a 90% loan at 444% interest, 
with a 25-year period of amortization. 
These terms broadened the income area 
for home ownership. They could not in 
themselves, however, bring monthly costs 
low enough for most families with in- 
comes under $1,500. 

Rental housing activity under Sections 
207-210 of the National Housing Act ap- 
parently offered little attraction either to 
operative builders who did not wish to tie 
up their money for any length of time or 
to equity funds which did not consider it a 
profitable investment. These sections pro- 
Prag ee cal ide Si Pe 15, pb Commissioner, 

*TNEC Monograph, op 


op. cit., p. 79. 
*Covering a mately twelve years. 
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vide for the insurance of loans for rental 
housing erected by private builders or 
limited-dividend corporations. A very 
small amount of such building was under- 
taken—only 303 projects comprising 36,- 
448 dwelling units.’ Mortgage loans under 
Section 207 were limited to 80% of valu- 
ation, the interest rate was 4%, and the 
amortization period was usually 26 to 28 
years. Rent, rate of return, and methods 
of operation were subject to FHA control.’ 


LOCAL TAXES 


Local taxes rest heavily upon real estate, 
and account for nearly one quarter of the 
rental dollar or one third the monthly 
loan payment.’ Real estate in the United 
States is taxed on an ad valorem basis. 
That is, taxes are based on a fixed rate 
applied to assessed valuation. Assessments 
in turn are based on the supposed sales 
value of the property. 

Local governments depend largely on 
real estate for their tax income. An ex- 
pansion of municipal services thus forces 
most localities to squeeze real estate for 
the additional revenue. This is accom- 
plished in one of two ways—either by 
increasing the tax rate or boosting the as- 
sessed valuation. Property in slums and 
blighted areas suffered most from the lat- 
ter practice. Assessment of deteriorated 
areas at two or three times thetr market 
value has been a major stumbling block 
to their reclamation.‘ 


EFFECTS OF WAR ON HOUSING 


World War II has depleted the con- 
struction labor supply, reduced the num- 
ber of firms engaged in house construction, 
and has made more acute the shortage of 
adequate housing. Many valuable lessons 
were learned, however, from our wartime 
housing experience, 

The needs of the war called for large 
projects, rapidly constructed, with an ef- 
fective use of scarce materials and labor. 
Wartime pressures speeded up industriali- 
zation of the housebuilding industry. Pri- 
vate builders, although fewer in number, 
were larger in size. Labor cooperated by 
accepting new and speedier building meth- 
ods. Standardization of design, prefabri- 
cation of parts and site fabrication all con- 
tributed toward economy. Will this indus- 
trialization continue after the war or will 
the building industry revert to its archaic 
methods? The answer depends largely on 
how quickly residential construction gets 
under way. 


Ubid., p. 1,445. 

"Testimony of John B. ane Jr., Administrator, 
NHA, Hearings, op. cit., Pt. 6, p. 1,872. The interest rate 
i 4242, on onas of $100,000 or len. 

Monograph, op. cit., p. 97; The Twentieth 
Fund, op. cit., p. 236. 
‘Dorothy Rosenman, op. cit., p. 116. 
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The necessity is now generally recog- 
nized for measures in the postwar period to 
help home building over some of the hur- 
dles it faced in the past. Builders, realtors, 
financial institutons, government officials, 
and other groups with a stake in postwar 
housing were given the chance to air their 
suggestions at the Taft subcommittee 
hearings held in January and February of 
this year. Publications dealing with the 
subject have recently appeared. Proposals 
vary from merely a research program to 
government subsidization of a private 
slum-reclamation program. 

The hearings and discussion culminated 
on August 1, in introduction of a na- 
tional housing bill by Senators Robert F. 
Wagner and Allen J. Ellender and in re- 
lease of the report by Senator Robert A. 
Taft’s subcommittee on housing and ur- 
ban redevelopment. These documents 
were received too late for proper appraisal 
in this study. Both approaches empha- 
size the necessity for research programs 
and for the provision of aids to private 
enterprise in reclaiming slum areas. Both 
see a need for some public housing after 
the war.’ 


STEPS TO REDUCE COSTS 


Almost all groups realize that there is 
a need for more accurate and more exten- 
sive factual data about housing. “Com- 
prehensive programs for the dissemina- 
tion of market information and of infor- 
mation regarding the better utilization of 
materials, more economical methods of 
construction, and land use, will,” in the 
opinion of Senator Taft’s subcommittee, 
“contribute immeasurably to the progress 
of private initiative in housing.” Douglas 
Whitlock, President of Producers’ Coun- 
cil, believes that the construction industry 
itself can go a long way toward filling this 
need by creating a unified organization 
representing all the components of the 
industry. It would place this National 
Construction Industry Council under the 
roof of the Chamber of Commerce of the 
United States* Mr. Whitlock recom- 
mended, in addition, that Congress pro- 
vide as soon as possible for the creation 
of a national committee on construction 
research. This committee should be com- 
posed of outstanding scientists from both 
business and government and of qualified 
representatives of educational and re- 
search institutions. A highly important 
subject with which the council and com- 
mittee should deal is reduction of the 


i1The report and the bill will be discussed at length in a 
later Business Record. 

*The Construction Industry's sibility to the 
National Welfare,” an address by uglas itlock, 
President, The Producers’ Council, Inc., November 29, 1944. 

ae of Douglas Whitlock, Hearings, op. cit., Pt. 14, 
p. 1,989. 


cost of construction. Such agencies through 
experiments and tests could provide the 
data necessary to revise our building codes 
on a sounder and more flexible basis. 

As a weapon against restrictive prac 
tices, the Twentieth Century Fund sug- 
gests that a vigorous campaign be car- 
ried forward to rid the housing industry 
of price-fixing agreements and restraints 
set up to block the introduction of new 
or more efficient materials and methods. 


Help on Land Costs 


Since the land cost problem is most 
acute in urban areas, proposals emphasize 
steps to help private enterprise carry 
through slum reclamation work.’ 

The National Association of Real Estate 
Boards and the National Public Housing 
Conference are actively seeking major 
public financial assistance in making avail- 
able cleared slum areas at appropriate 
costs. NAREB proposes that slum lands 
be acquired by local development agencies 
under the right of eminent domain and 
that this be financed by: 


1. Issuance of long-term bonds ex- 
empt from local, state and federal taxa- 
tion. “A federal law would provide that 
money invested in them would be de- 
ductible from the federal income tax of 
the investors. This would create an in- 
centive for purchasing such bonds. It 
would enable the issuance of bonds at 
extremely low rates of interest, thus pro- 
viding cheap money for financing the 
operations.” 


2. Noninterest-bearing federal loans, 
amortized over as long as 99 years. 


In both cases the land cost would be 
placed on an annual basis involving a 
small yearly payment for its use. 

NPHC, on the other hand, recommends 
that local public agencies such as the local 
housing authorities currently handling the 
public housing program perform the land 
assembly function. Land deemed appro- 
priate for private residential construction 
would be sold to private redevelopment 
corporations at its.use value. The differ- 
ence between the sale price of the land and 
its cost to the authority would be absorbed 
by annual federal contributions, similar to 
those which now make low rentals possible 
in public housing.‘ 

1Senator Pat McCarran, of Nevada, introduced a bill on 
July 31 for federal incorporation of a proposed National 
Real Estate Foundation “to foster, maintain, and protect 
the private ownership of homes, farms, and other property,” 
and to investigate real-estate taxation and estate 
fae ts shows, according to the National Association 
of Real Estate Boards, that slum land may cost up to four 


or five times what it is worth for its new use. “Postwar 
HE ae a proposal ee for discussion by the NAREB, 


ashington, 4, Pp. BS 

Postwar Cities,’ op. cit., pp. 16-17. ‘ 

‘Testimony of Wm. J. Guste, Hearings, op. cit., Pt. 10 

. 1,699. Both the Taft report and the Wagner-Ellender 
Bin favor an adaptation of this proposal. 


Lower Interest Rates 


Private builders look to a further low- 
ering of interest rates as an important tool 
in getting housing costs down. 

Representatives of banking, mortgage, 
and insurance groups, however, testified 
at the Senate subcommittee hearings that 
it would not be feasible to lower interest 
rates much further. To do so would penal- 
ize the small investor, saver and policy- 
holder.’ 

With little hope, therefore, of forcing 
down the private interest rate, many 
builders and realtors are seeking govern- 
ment assistance in the reduction of finan- 
cing charges. According to the chairman 
of the National Committee on Housing, 
some have asked for a 50% interest sub- 
sidy, making an effective rate of 214% if 
interest rates remain at their present level. 
Details of this plan have not yet been 
worked out but it would probably in- 
volve a payment equivalent to half the 
interest rate by the government to the 
homeowner to aid the latter in meeting 
his annual costs. Other builders have gone 
to the extreme of suggesting direct federal 
loans to private enterprise at the rates of 
interest paid on federal securities, thus by- 
passing the lending institutions. 


Tax Relief 


To remedy some of the abuses and in- 
equalities of our present property tax, the 
Treasury’s Committee on Intergovern- 
mental Fiscal Relations recommends the 
gradual adoption of an “occupancy tax,” 
side by side with a comparatively small 
service fee. The amount of the occupancy 
tax would be based on the rent or im- 
puted rent and would cover services to 
the individual such as education and po- 
lice protection. The service fee, laid on the 
property itself, would cover municipal fa- 
cilities, fire protection, etc. The “occu- 
pancy tax” is used in England and seems 
to correspond more closely to income than 
does our ad valorem tax. 

The National Council of Real Estate 
Tax Payers requests that a nation-wide 
ceiling on the property tax rate be enacted 
as one way of easing the tax burden. 
Over-all property tax limitations have 
been provided in nine states. The ex- 
perience of those states which have 
pressed the tax limitation to 2% on true 
value and below, however, has been un- 
satisfactory, according to one observer 


1Testimony of Brigham, Bestor, Howell, and Schwulst, 
Hearings, op. cit., Pt. 18. The G.I. Bill fixes the maximum 
interest rate on home loans to veterans at 4%. 

2Dorothy Rosenman, op. cit., pp. 36-37. 

3Local Taz Reform, ‘Tomorrow's Town,” Vol. 1, No. 6, 
National Committee on Housing, Inc., September, 1943, 
p. 2. 

‘The Twentieth Century Fund, op. cit., p. 240. 
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who finds that the limitation “disrupted 
finances and services to the detriment of 
local government.” 

NAREB thinks that more equitable as- 
sessment practices would result if the 
states amended their general property-tax 
laws to provide for “regular annual depre- 
ciation of physical improvements on land 
according to their use and character.” 

Closer cooperation on fiscal matters be- 
tween cities, states and the Federal Gov- 
ernment is urgently needed to get rid of 
overlapping taxes and to find for local gov- 
ernment either a new source of revenue 
or a way of sharing state and federally 
collected taxes. 


ENCOURAGEMENT OF RENTAL 
HOUSING 


More than half the country’s dwelling 
units were tenant occupied in 1940. In 
the four years following, the number of 
owner-occupied homes increased 3,377,- 
000.2 Should costs be further reduced, 
there is reason to believe that the war- 
time trend toward owner occupancy will 
continue and that a larger proportion of 
American families will buy their own 
homes. For a great many families, how- 
ever, particularly in metropolitan areas, 
renting homes is more desirable and more 
feasible. 

Many authorities see in investment 
housing the promise of good rental hous- 
ing in well-planned and well-managed proj- 
ects. The piling up of funds in banks and 
insurance companies and the inability of 
these institutions to find suitable invest- 
ment outlets suggest to the Twentieth 
Century Fund and the Producers’ Council 
alike that these vast resources can be 
tapped to meet the needs for equity fi- 
nance. They recommend that state legis- 
lation be passed to permit fiduciary insti- 
tutions to invest a certain percentage of 
their assets directly in rental housing to 
be owned outright. Such legislation is 
already on the books in New York and a 
few other states. 

Three insurance companies have blazed 
the trail. Metropolitan Life Insurance 
Company pioneered in this field in 1922 
when it constructed 54 five-story, walk-up 
apartment houses in Queens, N. Y., as a 
demonstration that low-rent housing could 
be built by private enterprise. These 2,125 
apartments rent for less than $9 a month 
a room.’ Since 1938, Metropolitan has 
undertaken the construction of four large 


1Dorothy Rosenman, op. cit., pp. 125-126. 

“Postwar Cities,” op. cit., p. 21. 

3Bureau of the Census, Housing —Special Reporte, Series 
H-45, No. 2, July 21, 1945. 

‘Testimony of Mr. F. W. Ecker, Vice President, Metro- 

ea Life Insurance aye TNEC Hearings, 1939, 
Pei p. 5129-30. The buildings were tax exempt for 
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housing projects in different parts of the 
country. Rents range from $32 a month 
for a two-room apartment at Parkchester, 
in the Bronx, N. Y., to over $90 a month 
for a five-room apartment at Parkfairfax 
in Alexandria, Va, Due to the war, only 
half the dwelling units at Parklabrea, Los 
Angeles, and two thirds of the dwelling 
units at Parkmerced, San Francisco, have 
been completed. The remainder will be 
constructed when conditions permit. Also 
to be constructed then is Peter Cooper 
Village in the old “gas house district” of 
Manhattan’s lower East Side.’ This gar- 
den apartment project will bring to a 
total of over 20,000 units the rental ac- 
commodations provided by Metropolitan 
under state insurance laws. 

Despite the activities of Metropolitan, 
the total volume of rental housing under- 
taken by fiduciaries has remained small. 
To encourage investors to enter the rental 
housing field on a larger scale, the Pro- 
ducers’ Council suggests that FHA be 
permitted to adopt the “yield insurance” 
plan in place of its present mortgage in- 
surance for rental housing. This plan 
would guarantee minimum earnings of 
24% to 342% a year on the amount of 
the investment which remains in any 
year. Total benefits collectible would be 
limited to from 10% to 14% of the orig- 
inal investment, and no claims would be 
collectible after twenty years from the 
original date of insurance. Earnings would 
be limited to 5% a year. 

The Taft report recommends that “a 
plan for the guarantee of a minimum yield 
on fully debt-free investment in rental 
property should be studied and presented 
to the Congress.” The Wagner-Ellender 
bill sets up an insurance fund, under FHA, 
to guarantee an annual return, after de- 
preciation and operating expenses, of 
2.75%. Only investors who put their own 
money into rental projects on a fifty-year 
investment basis and at a return upon 
investment of not more than 3.25% are 
eligible for this guarantee. The sponsors 
of the bill believe that this adaptation of 
the “yield insurance” plan will provide 
rental housing at costs 25% to 40% below 
the prevailing levels. 

NAREB advocates the exemption from 
federal income taxation of both the funds 
invested in the construction of low-cost 
housing and the net income from such 
housing, provided that all net return over 
3% be used in reducing rentals. 

To enable investment funds to partake 
in the job of reclaiming urban slum areas 
with decent low-rental housing, a number 
of states have enacted or are considering 
legislation permitting fiduciary institu- 

1New York Times, January 4, 1945. 


tions to organize urban redevelopment 
corporations. In general these corpora- 
tions are granted the use of eminent do- 
main in acquiring the land. They are also 
often given some form of partial tax 
exemption in exchange for limiting their 
returns and charging the lowest possible 
rentals. 

Under New York’s Redevelopment 
Companies’ Laws of 1942 and 1943, insur- 
ance companies and savings banks are 
authorized to organize redevelopment 
companies for the purpose of clearing slum 
sites and building, owning, and operating 
rental housing thereon. Municipalities 
may take real property by eminent do- 
main for a redevelopment company. Any 
increase in the value of the redeveloped 
property over its assessed valuation at the 
time of acquisition may be exempt from 
local and municipal taxes for not more 
than twenty-five years. Rents are fixed 
by contract between the municipality and 
the redevelopment company and a maxi- 
mum of 6% of the cost of the project is 
allowed for interest, amortization, depre- 
ciation and dividends.t 

To date, plans have been prepared for 
the construction of four projects under 
the terms of these acts—two by Metro- 
politan and two by groups of saving banks. 
The projects will provide rental housing 
for approximately 13,000 families. 

Metropolitan’s Stuyvesant Town will 
occupy eighteen blocks bounded by First 
Avenue and Avenue C, Fourteenth and 
Twentieth Streets in Manhattan. Rents 
in its thirty-five apartment structures, 
containing 8,800 suites, will average $14 
a room monthly. Riverton, Metropoli- 
tan’s Harlem community, will provide ac- 
commodations for 1,250 families on six 
former slum blocks. Rents there will aver- 
age $12.50 a month. 


Seven Manhattan savings banks have 
agreed to finance a $7,549,000 rental hous- 
ing project, also in Harlem’ To be known 
as Colonial Village, it will contain 1,500 
apartment units at an average monthly 
rental of $12.50 a room. A group of 
Brooklyn savings banks will invest $5,700,- 
000 in the Concord Village project which 
will be erected in the vicinity of the 
Brooklyn Civie Center.’ 


Several other housing projects to be 
financed by New York savings banks are 
under consideration,’ and similar projects 


‘ Soe at of John B. Blandford, Jr., op. cit., pp. 1,849- 

*Bowery, Empire City, Harlem, Manhattan, New York, 
and Union — Savings Banks, and the Seamen’s Bank 
for Savings. New York Times, July 26, 1945, FHA is ex- 
pected to insure to the extent of 80% the mortgages to be 
issued in connection with the financing. 


3New York Times, May 28, 1945, 


4Announcement by Mayor LaGuardia, New York Times 
July 26, 1945. 
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have been prepared by private corpora- 
tions in Baltimore, Detroit, Cleveland, 
Hartford, and Chicago.’ 

Other countries are also looking to fidu- 
clary corporations as important producers 
of housing. Canadian life insurance com- 
panies were recently challenged by Fi- 
nance Minister Ilsley to enter home-build- 
ing on a considerably increased scale. He 
warned insurance men to “get into hous- 
ing in a big way, and quickly, or the gov- 
ernment will do it instead.” A 1944 amend- 
ment to the Canadian National Housing 
Act permits life insurance companies to 
“build, own, and operate” low-rental hous- 
ing. Earnings are not to exceed 6%, 
and a minimum return of 244% is guar- 
anteed.” 


RELIEF VS. PUBLIC HOUSING 


Until the economies outlined are ef- 
fected and the necessary tools are extended 
to private industry, there will remain a 
group in our population unable to pur- 
chase or rent new or even adequate older 
dwellings. Advocates of public housing 
argue that these low-income families 
should be accommodated in government- 
subsidized and -managed housing projects. 
Some private builders, however, view the 
problem of housing the lowest-income fam- 
ilies as a phase of relief. They hold that 
local welfare agencies should give such 
families the purchasing power necessary to 
make up the difference between what they 
can afford and the cost of renting ade- 
quate dwellings in the same fashion as 
relief is provided to meet other costs of 
subsistence. 

Repair and rehabilitation of older struc- 
tures and the filtration process are re- 
garded by them as important sources of 
housing for the needy. By filtering down 
is meant the gradual decline in values that 
occurs to houses at given rental values as 
new and better houses are constructed. 
Larger numbers of good second-hand 
houses will filter down to low-rent levels 
as the demand for new homes is met. Es- 
sential to the smooth functioning of the 
real-estate market, therefore, is the con- 
struction of medium- and high-cost hous- 
ing. 

For this reason, private builders con- 
tend that the chief concern of government 
in the housing field today should be to 
increase the flow of materials and to re- 
voke, as soon as possible, the restrictions 
that have held residential building in 
check since the war began. 


Mrmiam Briavsut 
Division of Business Statistics 


1Testimony of John B. Blandford, Jr., op. cit., p. 1,287. 
2The Financial Post, Toronto, July 14, 1945. 


Metal Supply Prospects Brighter 


RODUCTION and shipments of iron 

ore were substantially increased in 
April. This was made possible by the 
early opening of the Great Lakes shipping 
season. Decreased demand, however, re- 
sulted in small declines in June from out- 
put and shipments in May. 

Production was about 1 million tons, 
and shipments about 1.5 million tons 
greater than in April, 1944. For the first 
four months in 1945 production was slight- 
ly in excess of 16 million tons and ship- 
ments 13.5 million tons, exceeding respect- 
ive amounts in 1944 by about 1.7 million 
and .7 million tons. This has reduced the 
stringency in ore supplies that existed on 
April 1 when stocks in the United States 
were only 16.7 million tons. Fears of 
shortages in 1945 expressed by govern- 
ment officials at the beginning of the 
year have now been largely dissipated. 

The supply situation has been eased by 
a decrease in consumption of nearly four 
million tons for the first six months of 
1945 as compared with the same period 
in 1944. On July 1, stocks of iron ore at 
furnaces and on Lake Erie docks in the 
United States were slightly in excess of 
24 million tons, or only about 1.5 million 
tons less than on July 1, 1944. 

Revised figures for iron ore in 1944* 
reveal that production and shipments 
amounted to 94.1 million and 95.1 million 
tons, respectively—decreases of 7.4% and 
4.4% from the 1943 totals. 

The immediate future for iron ores ap- 
pears satisfactory, but the long-term out- 
look is far from bright, with the life of 
high-grade Mesabi ores estimated’ at 11 
years and that of low-grade ores at 111 
years. Research and exploration have been 
advised and the stock piling of strategic 
minerals in short supply in the United 
States has been recommended. Already, 
new deposits which may prove important 
have been located in near-by Labrador. 
Meanwhile, foreign ores, especially those 
of Sweden and Brazil, are attracting con- 
siderable attention and a large trading 
of United States coal for Brazilian ore 
may materialize. 


INADEQUATE FERROALLOY 
DEPOSITS 


Commercial reserves lasting four, two, 
and one year have been estimated, re- 
spectively for tungsten, manganese and 


iBureau of Mines, M. M. S. No. 1318, July 11, 1945. 
2E. W. Pehrsen, United States Bureau of Mines. 


chromite. Only molybdenum, of which 
the United States has a near monopoly, 
has a bright outlook. Nickel, with its 
principal world deposits lying within 200 
miles of our borders in Canada and other 
important deposits in Cuba, may almost 
be regarded as an important domestic 
asset. Recently, nickel supplies have be- 
come easier, and considerable demand for 
the relaxation of controls and the cessa- 
tion of stock piling was voiced before V-J 
day. Early easing of the chrome situation 
is anticipated. 

Output of manganese ore (35% manga- 
nese) rose to 18,000 tons in April, while 
shipments amounted to 18,200 tons, or 
1,400 tons and 900 tons over the March 
figures. Production and shipments of 
ferromanganese during the first four 
months of 1945 were slightly in excess of 
221,000 tons and 230,000 tons respectively, 
slight decreases from the same period in 
1944. 


TIN UNCERTAINTIES 


Tin is perhaps the most controversial 
metal, both as to present and future situa- 
tion. It is almost completely lacking in 
North America’ and is available only in 
insufficient quantities from foreign coun- 
tries not under Japanese domination. 
Japan cut off two thirds of world supplies 
up to V-J day. Her hold led to drastic re- 
strictions by the War Production Board 
since early 1942 on uses of tin. 

Banned for all but the most essential 
uses, stock piles of tin had dwindled de- 
spite sizable imports from Bolivia and 
lesser but important shipments from 
Nigeria and the Belgian Congo, in addi- 
tion to small procurements from other 
countries. 


Annual Imports and Consumption of 
Tin 


Source: Bureau of Mines 
Long Tons 


Classification 1944 1943 1942 


Imports of concentrates. .} 36,537) 25,886] 29,101 
Metal imports.......... 13,338] 11,920) 26,753 


Toray Imports.......| 49,875] 37,806] 55,854 
Consumption!........... 90,352) 81,840| 86,096 


1Consumption of tin for the first four months of 1945 
totaled 30,734 long tons. 


Restrictions had recently been tight- 
ened further. On July 11, WPB stated that 
available supplies of pig tin have fallen 
60,000 tons, or 70% since January 1, 1942. 


1United States production of tin since 1941 has totaled 
18 long tons. 
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IRON ORE IN THE UNITED STATES 
Sources: Bureau of Mines; Lake Superior Iron Ore Association 
One Thousand Gross Tons 

1945 1944 1945 1944 

June June May May Total Total 
Prodaction.. Ganccen ae. eee eee 12.557 1% waa. a 1ZS17 [98,200 || -7,148°1" 3.2... 40,387 94,118 | 101,248 
Shipments,".. vacastee osama eer 12 SOT hier eres 13,239' | 93280 | (7,759 | ot... 37,992 95,136 | 99,463 
Consamptions.... <..jin= «n.clsneoout. 6,183 6,888 6,663 7,330 84,734 | 86,585 
Stocks at end of month.......... 94,004 |..25,644 | 20,038 | 20,672. 4. 15,917 | 7,226 Phan... |e see cSt imeierermen |e iyeee sets eres) eal oreiete 


Reserves of tin would thus be exhausted 
by 1947. Much pessimism was also ex- 
pressed as to the amount of tin that will be 
obtainable from the Far East now that 
Japan has surrendered. 

In October, 1944, WPB estimated that 
total stocks of tin, including tin in con- 
centrates, had declined only 20,000 tons, 
or 15%, since January 1, 1942, and that 
a further decline of only 10,000 tons was 
expected before the end of 1944. The dis- 
crepancy between the 1944 and 1945 WPB 
releases resulted from limiting recent dis- 
cussion of stocks to metal “available for 
allocation,” and excluding much tin that 
could be recovered in an emergency. 

Tin imports in 1944 were about 30% 
greater than in 1943 while exports from 
Bolivia for the first six months of 1945 
have considerably exceeded those for the 
same period in 1943 and 1944. The only 
reservation regarding imports from Bo- 
livia is the dissatisfaction currently felt 


Tire 


VEN before V-J day, cancellation 

had been made of 83% of the heavy- 
duty tire expansion program planned and 
approved by the WPB and DPC last 
winter. Although the tonnage require- 
ments for tires remain as high as was esti- 
mated last November, the number of 
units to be produced in the third quarter 
was cut 24%. Production of passenger- 
car tires is expected to increase noticeably 
in the last half of 1945, making the year’s 
production as much as 17% above the 
1944 output. 


A BIG PROGRAM 


The expansion program for military- 
truck tires, planned for the two-front war 
at the time of the German break-through, 
amounted to $182 million. By the end of 
July, $110 million had been canceled, in- 
cluding twelve projects for large-truck 
tires, completion of which would have 


by Bolivian producers with the purchasing 
offers of the FEA for the coming year. 
This could presumably lead to a severe 
drop in imports of tin from Bolivia. 

In the meantime, Irwin Vogelsang of the 
WPB* has replied to trade-paper criticism, 
stating that a pessimistic report was nec- 
essary in view of our dwindling supplies 
and that critics’ estimates of obtainable 
ore from the Far East were overoptimis- 
tic. 


RESUMPTION OF GOLD MINING 


Of considerable interest in the resump- 
tion of peacetime pursuits is the lifting 
on July 1 of the ban on gold mining. The 
Homestake Mining Company, largest en- 
terprise of its kind in the United States, 
planned to resume production on July 2. 
This industry, especially in California and 
Alaska, faces severe handicaps that may 
preclude lucrative operations in the near 
ean Vogelsang is chief of the tin-lead division of the 


cost $86 million. Twenty-five expansions 
for smaller truck tires were canceled ear- 
lier, as well as twenty-one truck-tire tube 
projects. 


future. They include principally the lack 
of manpower, equipment and supplies, as 
well as problems relating to working capi- 
tal, mine rehabilitation and new ore sup- 
plies. 

Meanwhile, gold mining in some of the 
British colonies offers great possibilities— 
in Canada, for instance, where a boom was 
under way for a number of years. A 
great amount of drilling is in progress and 
heightened activity awaits only equipment 
and manpower. Although high taxes are 
a restricting factor, working capital is 
readily available in Canada. 

From South Africa comes news of the 
discovery of a huge gold-bearing region, 
in the Orange Free State, constituting an 
extension of the Witwatersrand gold field 
in the Transvaal, the greatest gold-pro- 
ducing region in the world. 


G. K. Bew, Jr. 
Division of Business Statistics 


Requirements Reduced 


same quarter, and 23% less than the num- 
ber estimated in May. Unforeseeable 
changes in requirements, together with 
mechanical troubles in the plants and 


Production Schedule for Tires, 1945 
War Production Board 
Number of Tires 


Source: 


. Third Quarter 
Type of Tire Soret, oes Phar remenbe 
Airplaneiciesl7e, VC. Oe ne | Bee $37,955 172,143 172,143 
Heavy-duty truck’and busi7.07-. 00. «2. an ees. a enien 4,618,586 4,506,980 4,947,800 
Light truck....& ach 3566) Gean-4 Oe ae eee «eae 1,156,721 700,000 400,000 
Total ‘track. / 3.36... °C eee tees eens cee 5,775,307 | 65,206,980 | 5,347,800 
Passenger-car and motorcycle.............-0eeeeeeees 5,200,000 6,000,000 a 
Tractor-implem ent is u5s5.5 » Heres «aa dpe ote 450,227 680,094 680,094 
1As scheduled in April. _ aThere were no screened requirements in the and! 
2As scheduled in June. tire constructions. Production was scheduled on the basis of su of tire 


*Based on one-front war. 


Total Army requirements for truck tires 
during the July-September quarter, as re- 
ported in June, were less than half the 
number estimated in February for the 


component materials, manpower and relative importance of essential needs. 


work stoppages, had made cutback de- 
terminations exceedingly difficult. 

Estimates of civilian passenger-car tire 
(Continued on page 279) 
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Selected Business Indicators 


1945 1944 
May, 1945 | June, 1944 | !st/6 Months, 
: to to re 
June May April March June June, 1945 | June, 1945 Ist ‘ “ree. 
Industrial Production 
FptalC RED) (S); cet seer esse 1935-89=100 ||p 292 |r 226 231 235 235 -1.8 =5aee -3.8 
Manufacturing (FRB) (S)........ 1935-39=100 ||p 235 242 247 252 251 -2.9 6.4 —4.1 
Durable goods (FRB) (S)....... 1935-39=100 ||p 313 |r 326 336 345 354 —4.0 -11.6 7.4 
Sees Be Se a ee ene ie 000 net tons 6,869 |r 7,451 7,292 7,708 7,234 -7.8 -5.0 —4.3 
PP IFOI. saicaci tenes Meas 000 net tons 4,605 5,016 4,786 5,228 5,057 -8.2 -8.9 -7.3 
Copper (refined).............. net tons 74,377 85,319 75,436 76,395 93,958 -12.8 -20.8 -20.8 
ead: (refined) o,<..4 0 seine nvisic net tens 38,626 45,848 46,511 48,029 39,755 -15.8 2.8 -5.0 
Mine Glablocee te ca cts cone net tons 66,607 69,440 68,223 71,739 73,067 —4.2 -8.8 -15.0 
Glass containers.............. 000 gross n.d. 9,295 8,524 8,812 8,866a +9.0b +4.8¢ —).7d 
Mather cokes ets aee million bd. ft. n.d. 2,525 2,276 2,311 2,972a || +10.9b -15.0c -18.2d 
Machine toolst................ 000 dollars |] p 41,040 39,825 40,170 39,977 41,471 43.1 -1.0 -17.2 
Machinery (FRB)............ 1935-89=100 ||» 399 411 420 |r 431 442 -2.9 -9.7 6.2 
Transportation equip.(FRB)...|| 1935-89=100 |p 583 |r 617 |r 651 |r 676 716 -5.5 -18.6 -10.8 
Nondurable goods (FRB) (S)...]| 1935-89=100 |p 173 |r 173 174 176 169 0 +2.4 +0.9 
“CIS seen ore ae bales 786,063 | 830,568 | 769,678 | 857,698 | 805,823 -5.4 2.5 -1.5 
Wooktass. Aber. seb million poun na. |p 62.2 56.9 63.8 58.5a +9.3b +6 .3¢ +9.3d 
IRBVOR VALU": 5's. ..csiarerte/clenas million poun 50.9 |r 652.9 48.8 53.0 44.0 -3.8 +15.7 +138.7 
Food prod., mfd. (FRB) (S) 1935-89=100 |p 152 |r 155 |r 160 |r 161 153 -1.9 0.7 +0.5 
Chemicals (FRB) (S)........ 1935-89 = 100 820 |r $18 |r S18 |r 319 319 +0.6 +0.3 -5.9 
Newsprint, North American. . .|| short tons 355,120 | 356,292 | 332,995 | 355,621 | 330,005 0.3 +7.6 +5.9 
TEC Ree cance | eee eee % of capacity 91.2 89.8 88.1 90.2 89.8 +1.6 +1.6 +0.8 
Sanesioand Re asd tie scarcie eine % of capacity 96 96 97 97 96 0 0 +0.5 
Boots and shoes*........... -.|| thous. of pairs | ¢ 42,000 43,669 |r 41,519 43,935 41,021 -3.9 +2.4 +6.6 
Cigarettes (small)?............ millions 24,311 21,280 17,090 18,679 21,166 +14.2 414.9 0.3 
Mining (FRB) (S)............... 1935-89=100 |lp 145 138 140 142 142 +5.1 42.1 +0.1 
Bituminous coal.............- 000 net tons || p 51,590 50,030 43,350 52,360 52,712 +3.1 2.1 6.8 
uthracites: * 78 3), 2 85.4 000 net tons || 5,634 |r 2,071 5,309 5,238 5,558 || +172.0 +1.4 -17.9 
Crude petroleum’............. 000 barrels le 4,890 4,870 4,801 4,799 4,575 +0.4 +6.9 +7.6 
Electric power®............2000005 million kwh 4,336 4,351 4,372 4,402 4,283 0.3 41.2 +0.7 
Geonstrnction Pa aarcanecaene sess 000 dollars 227,298 | 242,523 | 395,798 | 328,874 | 163,866 6.3 +38.7 +54.4 
Heavy engineering—Public’........ 000 dollars 31,225 26,291 24,045 25,998 25,048 +18.8 +24.7 -11.3 
Heavy engineering—Private’....... 000 dollars 16,429 6,700 11,050 10,502 6,514 |] +145.2 | 4152.2 +28.9 
Munitions Production.......... 1943=100 n.d. 100 |r 101 107 llla -1.0b -9.9¢ -8.6d 
RN CLOBER sia 5 ons eve,e, sateen Orie «le million dollars 7,837 8,156 7,139 8,246 7,567 -3.9 +3.6 +1.6 
Distribution and Trade 
Carloadings, total®................ thousand cars 878.4 863.2 844.4 805.8 873.2 +1.8 +0.6 +0.1 
Carloadings, miscellaneous®......... thousand cars 395.0 401.5 400 .2 399.8 386.0 -1.6 +2.3 +3.8 
Retail ani (NICBY(S)o2co. eee 1985-39 = 100 n.d. 175.4 169.9 192.0 176 .9a +3.2b 0. 8¢ +5. 8d 
Department store sales (S)......... 1935-89 = 100 204 r 187 181 223 176 +9.1 +15.9 +13.1 
Variety store sales (S)............. 1935-39 = 100 n.a. 161.6 154.1 170.5 165. 5a +4.9b -2. 4c +1.8d 
Rural retail trade (S).............- 1929-31 =100 n.d. 179.7 200.4 265.7 175.8a |} -10.3b +2.2¢ | +17.4d 
Grocery chain store sales (S)®........ 1935-39 = 100 n.d. 171.3 164.9 170.8 178.%a +3.9b —4.1c +0. 4d 
Magazine advertising linage........ thous. of lines 3,315 3,753 4,039 4,109 2,993 -11.7 +10.8 +12.7 
Commodity Prices 
All commodities (BLS)............ 1926=100 e 106.2 | p106.0 | p 105.7 105.3 104.38 +0.2 +1.8 +1.7 
Raw materials, J. i000. 04 see oes 1926=100 e 118.5 117.7 116.8 115.7 114.2 +0.7 +3.8 +3.0 
Semimanufactured articles........ 1926 =100 e 95.5 95.0 95.0 95.0 93.8 +0.5 +1.8 +1.6 
Manufactured products.......... 1926 =100 e 101.7 |p 101.8 | p 101.8 101.6 100.9 -0.1 +0.8 +1.0 
Farm products............-.00++ 1926=100 e 130.6 129.9 129.0 127.2 125.0 +0.5 44.5 44.2 
[iit PIC, Se Sages ee ar 1926=100 e 107.6 107.0 105.8 104.6 106.5 +0.6 +1.0 +0.6 
Sensitive industrial (NICB)®........ 1929=100 96.2 96.2 96.3 96.5 95.8 0 +0.4 +0.5 
Sensitive farm (NICB)*............ 1929=100 127.8 128.5 127.8 126.4 120.9 -0.5 +5.7 +4.5 
Retail prices (NICB).............. 1926 =100 p 102.9 101.8 101.1 100.6 99.6 tel +3.3 +2.0 
Securities 
Total stock prices(Standard & Poor’s)| 1935-89=100 || 120.7 118.2 114.4 111.8 101.5 42.1 +18.9 +18.5 
MpMITIcias. ea, ee eae 1935-89 = 100 121.8 120.3 116.5 114.0 103.9 +1.2 +17.2 +18.4 
Ratroads «1.0.00 0ss secede oe 1935-39 = 100 144.0 184.5 129.3 123.6 100.8 471 +42.9 +33.3 
MERI assoc Susie Scie sib 32 na Ne bun 1935-39 = 100 105.9 101.2 98.0 96.1 89.6 +4.6 +18.2 +12.4 
Total no. shares traded N.Y. Stock Ex.|| thousands 50,398 42,373 34,205 38,488 45,837 +18.9 +10.0 +54.7 
Corporate bond yields (Moody’s). . .|| per cent 2.87 2.89 2.90 2.91 3.05 0.7 5.9 -5.5 
Financial Indicators 
Bank debits, outside New York City.|| million dollars |} 47,813 40,635 37,838 41,715 42,629 417.7 412.2 +6.8 
New capital ae issues........ 000 dollars 1,352 | 157,860 | 111,075 62,044 36,373 -99.1 -96.3 +39.4 
Refunding issues.................. 000 dollars 74,415 | 367,086 | 554,843 | 295,766 84,004 -79.7 -11.4 | +147.2 
Comm., iedustrial and agric. loans’. .|| million dollars 5,872 5,817 5,989 6,157 5,937 +0.9 -1.1 -1.7 
National i income payments. . million dollars n.a. |p 12,856 |r 13,194 13,686 12,3874 -2.6b +8 .8¢ +5.0d 
Money in circulation, end of month || million dollars p 26,686 |r 26,528 26,189 25,899 22,504 +0.6 +18.6 421.5 
j for season variation {Shipments *Cons * 3 
in data porto BAA tAverage daily" tAverage weekly oF, W- Digs "Bnplurig News Recrd=-average week *Grocery ant combination chain sare sles “aap 
1944 bPercen! change, Apes ea ta Mer 1945 ercentage change, May, 1944,to May, 1945  dPercentage change, first 5 months, 1944 to first 5 months, 1945  eEstimated 


pPreliminary 
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Percentage Change 


Chronicle of Business 


June 
27 AuromMopiLte-PARTS makers ask re- 
moval of export restrictions. 


28 Spor AUTHORIZATION eased to allow 
production of automobiles, trucks, ra- 
dios and some other hard goods. 
Brass-MILL sTrip needs sharply re- 
duced; some plants to close. All WPB 
orders restricting output of HARD 
coops revoked or subject to spot au- 
thorization. 


29 ODT cuts TRAIN-RESERVATION limit to 
five days. WPB increases quotas for 
output of some WOOL CLOTHING. 


July 

1 President signs bill extending OPA un- 
til June 30, 1946 and says STABILIZA- 
TION CONTROLS must be continued 
into the postwar period. Department 
of Commerce drafts “FULL-EMPLOY- 
MENT” construction plan. RFC ex- 
tends for a year the PREMIUM-PRICE 
PLAN for copper, lead and zinc. 


2 Army medium artillery AMMUNITION 
components contracts cut back $20 
million monthly; 7,600 workers to be 
released by September. Controls on 
ELECTRIC 1RoNs lifted. 


3 First civilian passenger AUTOMOBILE 
produced since February, 1942. Fed- 
eral Reserve raises MARGINS on se- 
curities from 50% to 75%, effective 
July 5. WPB orders 25% cut in 
SHEET- and STRIP-STEEL inventories. 


4 Krug reports 1944 munitions produc- 
tion valued at $61.3 billion. WPB 
orders SYNTHETIC RUBBER to be used 
in all tires. Army freeze on WORSTED- 
FABRIC output cut to 65% of total. 


5 Controls removed or relaxed on many 
MANUFACTURED Goobs, including au- 
tomotive, electrical power, chemical, 
tool, radio and radar products; curbs 
eased on heavy. electric utility equip- 
ment and furniture. CAB authorizes 
three United States arrLINEs to oper- 
ate routes to Europe over the Atlan- 
tic. SHeetT- and sTRIP-STEEL order 
books frozen for third quarter, United 
States Military Government seizes 
twenty-four plants of I. G. FARBENIN- 
DUSTRIE A. G. in Germany. 


6 InpuUSTRIAL-ALCOHOL producers may 
use 50% of plant capacity for bever- 
age alcohol in July liquor holiday. 
Soap shortage becomes acute. ODT 
bans civilian SLEEPING-CAR service on 
trips of 450 miles or less, effective 
July 15. Foreign airlines may order 
American commercial pLANgs if they 
get export licenses from State Depart- 
ment. WPB says PAINT, VARNISH and 
LACQUER will be short until war ends. 


8 ALUMINUM export controls relaxed. 
Army schedules sharp cut in BooT 
and sHOE requirements for fourth 
quarter. Shortage of Brick and sTRUC- 
TURAL-CLAY products threatens to de- 
lay construction. OPA asks OES to 
approve suspension of PRICE CEILINGS 
in certain situations, as first step 
toward selective price control. 


9 Cotton acreage at 60-year low, says 
Department of Commerce. 


10 OPA eases MAP plan to increase out- 
put of three classes of WOOL TEXTILES. 
WPB relaxes for July order treezing 
deliveries of sheet and STRIP STEEL. 


11 Soft coal subject to new ceiling price, 
effective July 16. PAW cuts back 
100-octane aviation gasoline program 
to increase DIESEL-OmL output. WPB 
says serious TIN shortage will prevent 
its use for civilians in reconversion. 
Ban put on overseas shipments of 
American-mined coat without SFA 
approval, except to United States 
Army and Navy. 


12 Coat stocks at steel mills at record 
low. SPB restricts SURPLUS-PROPERTY 
sales where monopoly is suspected. 


13 WPB further eases “freeze” on orders 
for SHEET and sTRIP STEEL. Quotas 
raised for manufacture of eighteen 
types of civilian garments made from 
SYNTHETIC FIBER. 


15 Subcommittee of Senate Committee 
on Labor asks 65-cent MINIMUM 
HOURLY WAGE. PAW eases construc- 
tion controls for PETROLEUM industry. 
RFC lists 48 war PLANTS and sites 
available for sale or lease. 


16 Anderson reports 5% less Froop for 
United States this year than in 1944. 
WPB cancels twenty-one plant expan- 
sion projects for TRUCK-TIRE TUBES. 
Curbs on SEWING MACHINES lifted. 


17 OPA approves ANTHRACITE price rise. 
All railway PASSENGER COACHES put 
at Army’s disposal. Third-quarter 
civilian COTTON-TEXTILE allocation 
cut 23 million yards below second 
quarter. 


18 WPB reports munitions output will 
be gradually tapered to $3.4 billion in 
December, about 30% below wartime 
peak, Liquor HoLmpay extended to 
September 1, but with limited grain 
supply. Controls relaxed on orders for 
new LOCOMOTIVES and RAILROAD-TYPE 
CARS. 


19 OPA releases price procGRAM for re- 
conversion on company basis. Lum- 
BER controls tightened. WPB predicts 
substantial rise in CIVILIAN SHOE sup- 
ply in fourth quarter. Anderson asks 
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10,000 new railway REFRIGERATOR 
cars to prevent food loss. WPB cuts 
WAR ALCOHOL requirements. 


20 Ickes asks 6 million tons of coat for 
Europe before January 1, despite 
acute United States coal shortage ex- 
pected next winter. WPB cancels 
twelve HEAVY-TRUCK TIRE expansion 
projects. 


21 WMC predicts 2 million UNEMPLOYED 
by August 1. WPB controls lifted on 
manufacture of WOOD FURNITURE. 


22 Britain plans $500 million moderni- 
zation of STEEL INDUSTRY in next five 
years. Domestic AIRLINES to increase 
postwar cargo space five times above 
1944. 


23 OPA acts to prevent high prices on 
SURPLUS GOODS. 


24 MAP plan modified for wootens and 
worsteps. ODT asks 75,000 work- 
ers for RAILROADS for redeployment 
program. Rising military needs for 
PLASTIcs reduce civilian supply. 


25 OPA announces rules for RECONVER- 
SION PRICING for seventeen industries 
and six industry groups. SPB plans 
Industry Advisory Committees to 
solve MARKETING problems. 


26 Restrictions removed from output and 
sales of RADIO and ELECTRONIC-equip- 
ment parts Most mail-order com- 
panies agree to roll back cLoTHInG 
prices to 1943 levels. 


27 Manufacturers of FRACTIONAL HORSE- 
POWER MoToRs urged by WPB to use 
some ALUMINUM, since iron castings 
remain critically short. Inventory of 
CCC food stocks ordered, as waste 
is charged. 


28 WPB releases more woot for civilians. 


29 Senate War Investigating Committee 
asks speed-up of RECONVERSION. BAE 
expects no significant relief from roop 
shortages in next twelve months. 
WPB issues first “SURVEILLANCE” list 
of articles expected to become scarce. 
Federal Trade Commission predicts 
record ELECTRIC-POWER use of 161.7 
billion k.w.h. in 1945. 


30 Suear shortage to last at least nine 
months, says trade expert. ODT re- 
ports Western trarns delayed by 
manpower shortage. 


31 Army to release some RAILROAD WORK- 
ers and allot planes and pilots to fly 
25,000 troops monthly across country. 
Ickes warns of four-day week for 
many industrial plants next winter 
unless 30,000 coaL MINERS are fur- 
loughed. 


August, 1945 
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(Continued from page 276) 
production this year range from 22 mil- 
lion to 25 million units. During the first 
quarter, when the emphasis was mainly on 
truck tires, only slightly more than 5 
million tires for passenger cars were built, 


United States Rubber Consumption 
Natural and Synthetic 
Source: Rubber Reserve Company 
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and about the same number in the second 
quarter. The objective for the second half 
of the year is 15 million tires. 

Essential replacement requirements for 
this type of tire have been estimated at 
20 million for this year and at 22 million 
for 1946. This is about a third of the re- 
placement requirements for a prewar year. 
Tires for new passenger cars will depend, 
says the WPB, on the degree to which 
vehicle-production allotments are trans- 
lated into actual production. One report 
estimated that a million tires will be made 
available for new passenger cars this year. 

Passenger-car tires have been with- 
drawn from inventories to provide 2.5 mil- 
lion units in June, July, and August for 
the essential needs of B and C card hold- 
ers. Motorists who held A cards will still 
have to wait for new tires. 

The supply of civilian truck and bus 
tires continues to be extremely tight. The 
ODT requested 2,633,000 heavy-duty tires 
for the third quarter and received 1,863,- 
000, or 71%. Minimum essential replace- 
ment needs for civilian truck and bus tires 
have been estimated at 6.3 million for 
this year and 5.5 million for 1946. Quotas 
for the summer months were increased, as 
were passenger-car tires, but they remained 


far below requirements, especially for 
large-sized truck and bus tires. 

In the first half of 1945, rubber con- 
sumption reached an all-time peak of 
433,806 tons. This annual rate of almost 
870,000 tons compares with 711,000 tons 
in 1944 and the prewar peak of 650,000 
tons in 1940. At present, 86% of total 
consumption is synthetic rubber, and ad- 


ditional conversion is being attempted. 
The country’s stock pile of crude rubber 
was expected to decline to 66,000 tons by 
the end of this year, according to the rub- 
ber director. Work stoppages and lack of 
manpower have been the chief obstacles 
to 1945 production goals. 
F. H. Frazer 
Division of Business Statistics 


New Orders Continue Downward 


ANUFACTURERS’ new orders 
re continued to decline in May, the 
index dropping to 296 (January 1939= 
100), or 18% below the preceding month, 
but 1% above a year ago. (See chart.) 
New orders have been dominated by mil- 
itary production programs. They were 
greatly accelerated last winter about the 


new business has declined rapidly, reduc- 
ing the May volume to about the rather 
stable level of a year ago. 

Orders received in May by durable 
goods industries were 20% below April, 
reflecting both cutbacks introduced after 
V-E day and some hesitation on the part 
of business to place large orders in a period 


Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


Item 


Tnventories sis cosas sc ae oo ta ba hes 162 
Durable:goods. 23. £8 202. 0.00 2 8.8 189 
Automobiles and equipment......... 222 
Iron and steel and products......... 117 
Nonferrous metals and products. .... 147 
Electrical machinery............... 314 
Other mach meny cs 2540.0 f)k see oo -ace 219 
Transportation equipment.......... 782. 
Nondurable goods..................: 139. 
Chemicals and allied products....... 152 
Food and kindred products.......... 143 
Paper and allied products........... 134 
Petroleum refining............d.... 106 
Textile-mill products............... 118. 


ROES IESG TE RG axevetre reuse detec rarenicere atl eters alare ies 
Drape POOR worn xe ws cle eae est 364 
Automobiles and equipment......... 287 
Tron and steel and products......... Q71 
Nonferrous metals and products. ... . 285 
Electrical machinery............... 498 
Other machinery................... 397 
Transportation equipment.......... 1,888 
Nondurable goods.................-- 206 
Chemicals and allied products....... 217 
Food and kindred products.......... 206 


Paper and allied products........... 


COWRHD WDHDOUWNHO 


Percentage Change 


April, May, 
1945 to 1944 to 
ay, ay, 
1945 1945 
163.7 164, -0.5 -6.3 
189.0r| 188. +0.1 —7.9 
231.17} 230. 3.7 —7.4 
114.47} 113. +2.9 -6.4 
150.0r} 149. -1.4 3.7 
317.3r| 317. -0.8 —V.7 
220.57; 221. =—0.3 -3.1 
772.9r| 68 +1.2 -17.1 
141.57) 148. —1.2 -5.0 
150.5r) 151. +1.1 =7:0 
144.27) 148. -0.6 -13.7 
134.2r} 134. +0.1 -3.2 
107.9r| 108.7 -0.9 4.6 
120.37} 123.2 =e. +0.3 
-5 +3 
390 +r} 382 7 2 
313 r| 314 -8 -l 
286 rl 288 -5 +15 
310 r| 295 -8 +4 
512 r\ 504 -3 +10 
442 rr} 410 -10 -8 
2,072 1} 2,046 -9 —25 
215 r| 210 —4 +8 
240 rl 228 -10 +6 
219 ri) 214 -6 +3 
—-4 +3 
203 r| 195 =z +11 
196 +r} 189 -5 +1 
839 r| 353 -13 +1 
531 r| 574 -18 a 
215 rj 211 =§ +1 


Petroleum and coal products. ....... 199 
Textile-mill products............... 187 
INGWORMErs. S...Panert deca «+ cea ok 296 
Dorr let enh tu Seis « Aces somes ve 438 
Nondurable. .¢ aaes <daage® «0a sas 204 
‘January, 1989 = 100. aLess than +0.5. 


time of the battle of the Belgian bulge and 
reached a peak this February 279% above 
the January, 1939, level. Since February, 


of uncertainty. The index of new orders 
for nondurable goods attained a peak in 
December and then gradually declined, 
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Manufacturers’ New Orders, Ship- 
ments and Inventories 
Source: Department of Commerce 
Index Numbers, 1939 =100 
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falling 5% again from April to May. Al- 
though orders for nondurable goods tended 
to represent civilian business, military de- 
mand was also a determining factor in 
their trend. Although unfilled orders are 
still large enough to be a very substantial 
cushion, the recent downward trend was 
regarded as a forerunner of a decline in 
shipments. 

Much military equipment in areas that 
are no longer zones of combat can be re- 
covered and rehabilitated for military use, 


a factor affecting the magnitude of cut- 
backs before V-J day. With the advent 
of V-J day, the War Department acted 
“to cut its procurement of aircraft, artil- 
lery, ammunition, and other weapons by 
94% to 100%.” Scarcities will continue, 
however, in automobiles, electric refrigera- 
tors, washing machines, vacuum cleaners 
and other needed civilian goods. 

Manufacturers continued to reduce their 
inventories gradually during May. At the 
end of the month they were down to 162.8 
(1939=100) , just below the level of Feb- 
ruary, 1942. The most notable feature 
of the recent inventory liquidation is that 
practically all the decline since January 
occurred in the nondurable goods indus- 
tries, three quarters of which represented 
liquidation in finished goods industries. 
Stocks held by durable goods firms 
dropped one billion dollars in value dur- 
ing 1944, but this reduction did not con- 
tinue in 1945. 

V-E day caused very little change in the 
volume of goods delivered by manufac- 
turing firms during May. The value of 
shipments was $13.6 billion, about 3% 
above the same month a year ago, but 
5% below the previous month, on an in- 
dex-number basis. 

Anita R. Kopseison 
Division of Business Statistics 


Food Crops Improving 


ORN WEATHER has taken a turn 
for the better and the backward crop 
may yet exceed July 1 forecasts. The esti- 
mated crop on that date was a half billion 
bushels below 1944 when 3.2 billion bush- 
els were harvested. The wheat crop should 
total over 1,129 million bushels, slightly 
exceeding the high 1944 yield. Minor 
grains are in good to excellent condition. 
The improved feed situation, aided by lush 
pastures, is expected to aid the raising of 
live stock. Subsidy adjustments have been 
made to improve the flow of meat through 
regular channels of trade. Heavy, and 
possibly increasing, exports of food make 
domestic supply a difficult problem. 
Coincident with generally good yields are 
disturbances at the processing level. 
Canned-corn volume is doubtful and 
ground corn is in short supply. With an 
increase forecast in the second half of the 
year, the 1945 pig crop may equal last 
year’s, but is well below the record 1943 
crop. (See chart 2.) Pork supply is barely 
half that of a year ago. 
The wheat yield this spring was excep- 


tional, creating storage and transport dif- 
ficulties. The shortage in railroad cars 


Chart 1: Per Capita Crop Supplies for 
Civilian Consumption in the 
United States and United Kingdom 
Source: Combined Food Board 
Pounds per Capita 
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may be attributed in part to the very 
large winter-wheat crop which benefited 


Chart 2: Corn and Pig Crops and Fed- 
erally Inspected Hog Slaughter 


Sources: War Food Administration; Department of 
Agriculture; The National Provisioner 
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from a good snow cover and an early 
warm spell. 
Wheat-flour production in the fiscal year 


1944-1945 rose fairly steadily, contrary to 
the usual seasonal slump in late winter 


Meat Receipts in New York! 
Source: War Food Administration 
illions of Poun 


Week | Week | Week 


Ending | Ending | Endin, 
Item July ai, HRS 1s, July 2, 
1945 | 1945 | 1944 
Becleetretee «seine ane 15.8 | 13.4 | 18.7 
Pork ?i,.,.cesceetsts ature Te Lals be Salt OES! 
Lamb, mutton.......... EE A FE ns PE 
Smoked meats. .62....- 13 2 .3 
Variety meats........... 4 A 5 
Lota etree ean 26.8 | 22.4 | 27.9 
Federally inspected 
Béek awe. < cudtecrne- 10.1 9.4 8.0 
TOpa eee niasc ae 4.5 4.5 72 
Lamb, mutton......... 1.9 200 (8.0 
otal, Jesh nests kee 16.5 | 15.9 | 18.38 
Federally inspected meats 
as % of total meats... .| 62% | 71% | 66% 


1Represents reported meat receipts, 


and spring. Output of wheat flour for 
January through May was 109.3 million 
sacks, compared with 98.1 million sacks 
in the same period in 1944. 

Canned-vegetable prospects are reported 
good to excellent, while the fruit pack 
varies from poor to good. Sufficient cans 
are expected to be available. 

Restriction of sugar to industrial users 
was expected to affect fruit canners. This 
situation reflects the low Cuban raw sugar 
crop of 3.9 million tons, which is 30% 
below last year. Consumption of bakery 
goods, cereal and cereal products has 
been exceptionally heavy in the face of 
meat shortages, and may also be affected 
by low sugar and shortening supplies. At 
the moment, however, there is a better 
movement of meat to consumer outlets. 
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An amendment to RMPR-148, effective 
May 26, increased subsidy payments to 
hog slaughterers. This action by the OPA 
raised the net return on dressed hogs and 
was intended to improve pork-product dis- 
tribution. However, the trade reports lit- 
tle benefit to pork movement, attributing 
this to insufficient subsidy. Some additional 
supplies of pork were released by suspen- 
sion of shipments to Russia of cvinaya 
tushonka, a canned pork product. 

Disturbances in the processing and 
movement of products to points of ulti- 
mate consumption modify in some meas- 


ure any over-all picture of high caloric 
intake by the American people. The war 
has necessarily increased food needs, off- 
setting the high wartime level of crops. 
Per capita civilian standards have also 
been held in check by certain vital short- 
ages and difficulties in the use of substi- 
tutes. 

The wartime consumption level for two 
basic groups of commodities has increased 
more rapidly in the United Kingdom than 
in the United States. (See Chart 1.) This 
is also largely true for all commodities on 
a nutritional basis. Heavy imports have 


been augmented by intensified homeland 
cultivation of crops. 

Food shipments will continue to be 
substantial and of long duration. This 
year’s European crops are subnormal in 
critical areas, mainly because of soil ex- 
haustion and manpower shortages. A 
book transfer of $350 million from Jend- 
lease appropriations to the UNRRA ac- 
count and the recently announced requests 
by Russia for aid to the amount of $700 
million are also elements in the picture. 

TxHropore WuHITMAN 
Division of Business Statistics 


Earnings and Hours in Manufacturing 


VERAGE hourly earnings and “real” 
hourly earnings of production and 
related workers in May were slightly be- 
low the March peak level. Weekly 
earnings, averaging $49.59, fell off 1.1% 
as a result of a shorter working week. 
Hours worked in May amounted to 44.9, 
a decrease of 0.5 hours, or 1.1%, for the 
month. A contributing factor in the de- 
cline was V-E day, when some time was 
lost. However, where such time could be 
determined, adjustments were made to 
compensate for the lower hours. Since 
May, 1944, the work week was shortened 
0.6 hours, or 1.3%, and compared to the 
1929 average, the reduction totaled 3.4 
hours, or 7.0%. 

Real weekly earnings dropped even 
more than actual weekly earnings because 
of higher living costs. The decline of 1.5% 
reduced the index to 175.5 (1923=100), 


Wage-rate Increases and Workers 
Affected 


Source: Tur Conrerence Boarp 


25 Manufacturing 


Industries 
a Producti 
uction | Wage-rate 
Wrkery | “Incense 

1944 
IMA ye Bases a. Coteteustsieato ois 0.4% 6.0% 
PUNE Geos esses dtistens 0.3 7.0 
UY TER Selshays coe AO Sorel 0.8 5.3 
POU PES Baa wie ceuate eo ieisynaptias 0.4 6.0 
September.............- 0.3 5.4 
October ire s.ce.s 0s sac 0.1 5.3 
November.............. 0.4 6.8 
December..... 0.1 5.8 

1945 
datuary's:.ces so eee de 0.2 5.3 
February 0.6 5.9 
March. | iss,. htiere:'s'- «isis 0.4 3.8 
AEH Se siae:3 fale, oie rather 0.3 vA) 
Miatdss cdd cccmuyer ea ten 1.9 LOS 


but the over-all gains from January, 1941, 
August, 1939, and the 1929 average 
amounted to 31.3%, 43.7%, and 63.7%, 
respectively. 

Man hours, at 119.6 (1923=100), in 
May were at a lower level than in any 
other month since June, 1942. However, 
compared with January, 1941, and August, 
1939, they have risen 30.7% and 81.8%. 

Employment, at 131.0 (1923=100), 
decreased 2.2% from April to May and 
15.0% since the beginning of the down- 
ward trend that started in December, 
1943. A decline of 3.3% in payrolls 
brought the May index to 244.2 (1923= 
100)—its lowest since December, 1942. 
Since 1929, payrolls have increased 
125.3%. 


Sypett Z. Frank 
Division of Labor Statistics 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS', 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 
“heal » Pagel 
Avera, Avera; Cone 
Date Hourly Weekly Hours per | Hours per) Hourly Earnings Weekly Earnings Actual Total 
Earnings) | Earnings P shed cit Bl al aes Pr poster Man Payrolls 
Worker Worker Production Hours 
Actual Real Real Worker 

ERENT Se lie duel tio Re ares. b $1.062 | $48.46 45.5 44.1 196.3 187.7 174.1 92.5 145.0 134.1 264.0 

RING tee de EAC ers ates Gays as, 1.069 49.30 45.9 44.2 197.6 189.1 177.3 93.3 143.6 134.0 266.1 

SLU eae Se ae ee ae 1.072 48.86 45.4 44.3 198.2 188.8 174.9 92.3 142.2 131.3 261.1 

PIU hs ani eyP ROT ais spec Ke 1.070 48.98 45.6 44.3 197.8 188.4 175.3 92.7 141.6 131.3 260.7 

Mente belies. « dsnje9 ora 1.080 49.42 45.6 44.4 199.6 190.1 176.9 92.7 140.4 130.2 260.7 

DL lp eine, Si ae 4 1.079 49.39 45.7 44.3 199.4 189.9 176.8 92.9 138.6 128.8 257.2 

PUCIGORDGEs cou a Ae:s at ante oi 1.079 49.42 45.6 44.2 199.4 189.4 176.4 92.7 137.8 127.7 255.9 

December: o.vicis ss oa. 02% 1.086 49.91 45.8 44.3 200.7 189.9 177.5 93.1 138.0 128.5 258.9 

Wray PONUAFY Ic .acl-¢. sos eu... « 1.095 50.80 46.2 44.3 202.4 191.5 180.6 93.9 1387.5 129.1 262.5 

i a eS 1.095 50.58 46.0 44.3 202.4 191.8 180.2 93.5 137.4 128.5 261.2 

MAGrCN. -wkect s/s snn ae Eee 1.101 50.99 46.1 44.4 203.5 193.1 181.8 93.7 136.2 127.6 261.0 
8 ies, apes maa 1.101 50.13r 45.4 44.4 203.5 192.3 -4r) 178.17 92.3 134.0 123.7 252 .5r 

LE ee cee dee ee 1,100 49.59 44.9 44.3 203.3 191.4 186. 175.5 91.3 131.0 119.6 244.2 
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Cost of Living in the United States 
Source: THz CoNFERENCE Boarp 
Index Numbers, 1923= 100 


Cost of Living 
in June 


IVING COSTS of wage earners and 
LF lower-salaried clerical workers in 
the United States rose 0.7% from May to 
June. This brought the all-items index 
up to 106.9 (1923=100), its highest level 
since January, 1921. The increase since 
last year has been 2.3%. 

The gain in Toe ConrrereNce Boarp’s 
index has been 27.3% since the month 
preceding the outbreak of the war, Aug- 


ust, 1939, and 15.1% since November, 1929 1934 1939 1944 1936 1937 1938 19391940 1941S 1942S 1943 19441945 
1941, the month preceding the entry of 

the United States. During the period Average Weekly Earnings in 25 Manufacturing Industries 
from the base month of the Little Steel Source; Tue ConrerENcE Boarp 

formula to the present time (January, Index Numbers, 1923=100 


1941—June, 1945), an increase of 24.3% 
has been measured. 

The purchasing value of the 1923 dol- 
lar, continuing the downward trend be- 
gun in March, has declined 0.7%, from 
94.2 cents in May to 93.5 cents in June. 
A year earlier the dollar was worth 95.7 
cents. 


MAJOR ITEMS 


Food prices showed the greatest increase 
over the month with an index of 114.8, 
a gain of 1.9% over the May level and 
3.9% above the index for June, 1944. 
Current retail food costs are the highest 
since June, 1943; prices of onions, cab- 


bages, oranges and eggs contributed to 1929 1934 1939 1944 1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 


COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 

Date Average of Food Housing! Sundries | Value of 
Items Total | Men’s Women’s Total? | Electricity | Gas Dollar 

Index Numbers, 1923=100 

1944. June. EAS. being is 104.5 110.5 90.8 92.5 101.8 83.1 95.7 67.0 94.6 113.5 95.7 
DUDE eaten oe 105.0 Tile? 90.9 92.5 101.9 83.1 95.7 66.9 94.5 113.6 95.2 
AURORE. S ona: fae cise oe 105.0 111.6 90.9 93.0 102.1 83.9 95.7 66.9 94.5 113.6 95.2 
Septemberyre. 5a 105.0 111.3 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
October? tt sees 105.0 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
November.........-2% 0.0: 105.3 phe Rs 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
December. t-5% 0 eae 105.7 112.38 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 

1945 January... ..ccsscn00 ss 105.7 12,1 91.0 94.2 103.4 84.9 95.8 66.9 94.5 114.9 94.6 
Bebrusryicst st acta ee 105.5 11-2 91.0 94.3 103.6 84.9 96.1 66.9 94.5 115.1 94.8 
Marehy ounce eee coe 105.4 110.8 91.0 94.5 103.8 85.2 96.1 66.9 94.5 115.2 94.9 
ADI, b. s.cpacive caiometelot 105.8 111.6 91.0 94.8 104.0 85.5 96.0 66.9 94.5 115.3 94.5 
MOY eC r-o.3 dikeGh esata oe 106.2 112.7 91.0 94.9 104.1 85.6 96.2 66.9 94.5 115.5 94.2 
vine. HIM, LON 106.9 114.84 91.0 94.7 103.8 85.5 96.3 66.9 94.5 115.5 93.5 

Percentage Changes 


May 1945 to June 1945....... | +0.7 +1.9 0 0 0 0 -0.7 


| =e | -0.3 -0.1 +0.1 | : : 
June 1944 to June 1945....... +2.3 +3.9 +0.2 +2.4 +2.0 +2.9 +0.6 =O. 1 soa! YL +1.8 


1Data on housing collected twice poly, May 15 and October 15. aBased on food prices for June 14, 1945. 
*Includes fuel as well as electricity and gas. 
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the rise. A fractional increase in the 
cost of fuel and light affected slightly 
the high over-all index. The index for 
clothing, which dropped 0.2%, declined 
for the first time since May, 1943. The 
cost of housing and sundries remained 
constant. 


INDUSTRIAL CITIES 


‘The over-all index rose over the month 
in 59 of the 63 industrial cities surveyed 
by Tue Conrerence Boarp in June, was 
unchanged in one city, and declined 
slightly in three. The largest gains re- 
ported were 1.9% in Green Bay (Wiscon- 
sin) and Pittsburgh and 1.4% in De- 
troit, Milwaukee and Newark. Since June, 
1944, living costs in almost 90% of the 
cities reporting have risen 1.5% or more. 
For 60 of the cities for which data are 
available, there were monthly increases 


in the food index. Food indexes increased’ 


over the year in 61 of the cities. 

The cost of living in International Falls, 
Minnesota, is computed quarterly and 
will appear in the September issue of The 
Business Record. 


Fiorence S. Gricer 
Division of Labor Statistics 


Court Action on Section 722 
Procedure 


A decision of the Circuit Court of Ap- 
peals, Eighth Circuit, in the case of Ceco 
Steel Products Corporation vs. Commis- 
sioner denies to the taxpayer a review of 
its Section 722 claim in connection with 
a pending deficiency action. The original 
action had been pending when Section 722 
was amended by the Revenue Act of 
1942, and the taxpayer filed both a Sec- 
tion 722 claim for relief with the commis- 
sioner and an amended petition in the 
pending case in which its Section 722 
claim was presented. 

Before action was taken by the Tax 
Court, subsection (d) of Section 722 was 
amended to extend the time period in 
which applications for relief might be 
filed. This amendment deleted the per- 
mission of the taxpayer to make a Sec- 
tion 722 claim a part of a pending defi- 
ciency action. The Tax Court thereafter 
tuled that relief under Section 722, if 
available, must be obtained under the 
claim filed with the commissioner instead 
of under the amended petition. The pres- 
ent decision supports the Tax Court’s po- 
sition. 


Business Book Shelf 


Food for the World. Edited by Theodore W. 
Schultz. Chicago: University of Chicago Press. 
$3.75. 


A world-wide perspective of food produc- 
tion and needs is the aim of this forum 
of some of the foremost students in the 
fields of food and agricultural economics, 
nutrition, and population growth. Prob- 
lems considered range from population 
growth and nutrition to commodity agree- 
ments, international economic collabora- 
tion and the forging of integrated food 
and agricultural policy. This volume is a 
source book of problems and current 
thought regarding their solution, as well 
as of considerable factual information. 
The material is presented in a set of 
twenty-three papers arranged in six topical 
groups—each group of papers followed by 
“observations of participants.” A. 5S. 


How to Develop Profitable Ideas. By Otto 

F. Reiss. New York: Prentice-Hall, Inc. $3. 
Many ingenious ways of designing an ar- 
ticle or marketing a service in order to 
improve the sales appeal are explained in 
this interesting little book. Formulas for 
playing with ideas are explained, such as 
the transfer of a design from one field to 
another, adapting an idea from something 
old to a new purpose in order to create 
atmosphere, and the “reverse English” on 
an idea. Advice on patents and the sale 
of an idea are included. The book is pro- 
fusely illustrated. W.J.N. 


Selling with Color. By Faber Birren. New 
York: McGraw-Hill Book Company. 244 pp. 
$2.50. 


In discussing a subject that is lost in ad- 
vanced physical and chemical theory on 
one extreme and in psychology, romance 
and mysticism on the other, Mr. Birren 
attempts to stay on middle ground and 
treat color as a means of practical bene- 
fit to business. Based on an extensive ex- 
perience in the study of color and its ap- 
plication to business problems, the author 
discusses its use in styling clothes, pack- 
aging, displays and interiors. 

Advertising, including direct mail, calls 
for color, and this volume notes those 
colors that usually do the best job. Points 
are backed with findings of surveys and 
the opinions of psychologists and other 
color experts. 

While the book is of general business 


worth, some sections are more of passing 
interest than of widespread value. The 
author himself classifies two chapters as 
. . concerned less with practical in- 
struction than with a review of odd and 
sentimental things more related to the 
background of color.” 

Had the book been confined solely to 
the business applications of color and con- 
siderably condensed, its value would have 


been enhanced. GSOet: 


Business in Two War Periods. By Leonard 
P. Ayres. Cleveland: The Cleveland Trust 
Company. : 

This little pamphlet charts and tabulates 

ten significant business indicators for the 

period from 1914 through 1923 and from 

1939 to date. Similarities and dissimilari- 

ties are simply and clearly revealed in 

such subjects as factory weekly earnings, 
industrial production per capita, and na- 
tional income. The author cautions that 

“patterns followed . . . during the five 

years following the Armistice of the last 

war cannot be used to forecast coming 
developments in this period following the 

defeat of Germany. Nevertheless . 

[the diagrams] reflect some of the im- 

portant changes which great wars bring 

to business affairs, and suggest some of 
the readjustments which may follow 

them.” Each chart is accompanied by a 


brief discussion. W. J. N. 


Author Comments on Review 


“The review of my book, ‘How to Speed Up 
Settlement of Your Terminated War Contract,’ 
on page 245 of The Business Reeord is a bad pill 
to swallow. The author suggests that the book 
was written before the ‘government policies 
were decided.’ 

“Actually, the book was done at the request of 
the government in order to assist contractors, 
and it is complete at this moment with every bit 
of information, policy record, regulation, release 
and what not issued by the government. When 
T let go of it in May of this year, I had a fine pre- 
view of what was to come in all parts. Some parts 
of the JTR and OCS rules have been revised, but 
I had news of what was coming from various 
sources and provided for it. 

“Some correction ought to be made fora hard 
working guy that did a job in the public service. 
For your information, I got no money for this 
book—all of the royalties are the property of the 
American Institute Benevolent Fund. I insisted 
upon that in view of the fact that so much gov- 
ernment aid was given in making a complete, 
disinterested record.” 

J. K. Lasser 
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